_ DEPARTMENTS ‘OF STATE, JUSTICE, AND 
COMMERCE APPROPRIATIONS FOR 


HEARINGS 
SUBCOMMITTEE OF 
COMMITTEE ON APPROPRIATIONS 
HOUSE OF REPRESENTATIVES 


EIGHTY-THIRD CONGRESS 


4  SHCOND SESSION 
DEPARTMENTS OF STATB, 
6 AND COMMERCE. 
om CLIFF CLEVENGER, Ohio, Chairman 

COUDERT, New York JOHN J. ROONBY, New York 

OW, Ohio PRINCE H. PRESTON, Georgia 
ROBERT L. F. SIKBES, Florida 


Hows, Beeccutive Secretary to Subcommittee 


DEPARTMENT OF COMMERCE 


4 
7 
‘ 
‘ 
: 
~ 
i = A i 
7 ~ 


DEPARTMENTS OF STATE, JUSTICE, AND 
COMMERCE APPROPRIATIONS FOR 1955 


HEARINGS 


BEFORE THE 


SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS 


HOUSE OF REPRESENTATIVES 


EIGHTY-THIRD CONGRESS 


SECOND SESSION 


SUBCOMMITTEE ON DEPARTMENTS OF STATE, JUSTICE, 
AND COMMERCE 
CLIFF CLEVENGER, Ohio, Chairman 
FREDERIC R. COUDERT, New York JOHN J. ROONEY, New York 
FRANK T. BOW, Ohio PRINCE H. PRESTON, Jn., Georgia 
SAM COON, Oregon ROBERT L. F. SIKES, Florida 


Jay B. Howe, Evecutive Secretary to Subcommittee 


DEPARTMENT OF COMMERCE 


Printed for the use of the Committee on Appropriations 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1954 


COMMITTEE ON APPROPRIATIONS 


JOHN TABER, New York, Chairman 
RICHARD B. WIGGLESWORTH, Massachusetts CLARENCE CANNON, Missouri 


BEN F. JENSEN, Iowa GEORGE H. MAHON, Texas 

H, CARL ANDERSEN, Minnesota HARRY R. SHEPPARD, California 
WALT HORAN, Washington ALBERT THOMAS, Texas 

GORDON CANFIELD, New Jersey MICHAEL J. KIRWAN, Ohio 

IVOR D. FENTON, Pennsylvania W. F. NORRELL, Arkansas 

JOHN PHILLIPS, California JAMIE L, WHITTEN, Mississippi 
ERRETT P. SCRIVNER, Kansas GEORGE W. ANDREWS, Alabama 
FREDERIC R. COUDERT, Jr., New York JOHN J. ROONEY, New York 

CLIFF CLEVENGER, Ohio J. VAUGHAN GARY, Virginia 

EARL WILSON, Indiana JOHN E. FOGARTY, Rhode Island 
NORRIS COTTON, New Hampshire ROBERT L. F. SIKES, Florida 
GLENN R. DAVIS, Wisconsin ANTONIO M. FERNANDEZ, New Mexico 
BENJAMIN F. JAMES, Pennsylvania PRINCE H. PRESTON, Jr., Georgia 
GERALD R. FORD, Jr., Michigan OTTO E. PASSMAN, Louisiana 
FRED E. BUSBEY, Illinois LOUIS C, RABAUT, Michigan 
EDWARD T. MILLER, Maryland SIDNEY R. YATES, Illinois 
CHARLES W. VURSELL, Ilinois FRED MARSHALL, Minnesota 

T. MILLET HAND, New Jersey JOHN J. RILEY, South Carolina 
HAROLD C, OSTERTAG, New York ALFRED D. SIEMINSKI, New Jersey 


OAKLEY HUNTER, California 
FRANK T. BOW, Ohio 
HAMER H. BUDGE, Idaho 
CHARLES R. JONAS, North Carolina 
OTTO KRUEGER, North Dakota 
ROMAN L. HRUSKA, Nebraska 
8AM COON, Oregon 
MELVIN R. LAIRD, Wisconsin 
ELFORD A. CEDERBERG, Michigan 
Georce Y. Harvey, Clerk 
KENNETH SPRANKLE, Assistant Clerk 


Il 


DEPARTMENTS OF STATE, JUSTICE, AND COMMERCE 
APPROPRIATIONS FOR 1955 


Turspay, J ANvuARY 12, 1954, 


DEPARTMENT OF COMMERCE APPROPRIATIONS FOR 
1955 


WITNESSES 


HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE 

WALTER WILLIAMS, UNDER SECRETARY 

ROBERT B. MURRAY, JR., UNDER SECRETARY FOR TRANSPORTA- 
TION 

CARL OECHSLE, DEPUTY ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

SAMUEL W. ANDERSON, ASSISTANT SECRETARY FOR INTERNA- 
TIONAL AFFAIRS 

JAMES C. WORTHY, ASSISTANT SECRETARY FOR ADMINISTRATION 

HAROLD B. CORWIN, DEPUTY GENERAL COUNSEL 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Cievencer. The committee will come to order. We have before 
us the Secretary of Commerce. 
We will be glad to hear any general statement you care to make, 
Mr. Secretary. 
GENERAL STATEMENT 


_ Secretary Weexs. Mr. Chairman, I thought, with your indulgence, 
that I would give the Department a light brushover, so to speak, and 
then I would be glad to answer any questions. 

Mr. Cievencer. You have a general statement for the record? 

Secretary Werks. I do have a statement that 1 want to insert in the 
record. 

(The statement is as follows :) 


Mr. Chairman and gentlemen of the committee, I welcome the opportunity to 
appear before you to present the budget request of the Department of Commerce 
for the fiscal year beginning July 1,1954. Iam informed that this is the Depart- 
ment’s first opportunity to present its requirements before one subcommittee. 
The gentlemen of this subcommittee are more familiar than I with the problems 
presented in making decisions with respect to split presentation of the Depart- 
men’s requirements. 

We have approached our task with two clear objectives: (1) To reduce further 
the cost of Government, and (2) to set a program that contributes to both na- 
tional security and economic security. The overall business situation and the 
very nature of the Department established by the Congress to foster, promote, 
and develop commerce and industry, it seems to me, this year especially, imposes 
the duty of doing everything feasible to encourage economic growth and stability. 

The new administration in the Commerce Department not only has relied on its 


(1) 


2 


own experience in the outside world and on the knowledge acquired in conducting 
the Department, but also has received the benefit of advice from several new 
evaluating committees of outside experts set up by the Department. These 
various committees have been examining policies and functions. They have made 
recommendations on improvements. 

All of the counsel was of value, and was taken into careful consideration in 
preparing this budget. Our object is to save money and yet to do a better job 
on a smaller budget. 

The total estimate of appropriations requested is $854,020,000. This amount 
is $11,816,925 under the $865,836,925, including $10 million transferred from 
Atomic Energy Commission, appropriated to date for fiscal 1954. However, if 
proposed supplementals for 1954 of $65 million for Federal-aid highways and S20 
million for operating-differential subsidies are taken into account, making an 
anticipated total of $950,836,925 for 1954, the amount of $854,020,000 requested 
for 1955 is $96,816,925, or 10 percent less than the amount anticipated for 1954. 

I would like to comment briefly on the general character of this request. 
$650,115,000, or 76 percent, is for noneontroliable items ($565,115,000 for liqui- 
dation of prior contract authority for the Bureau of Public Roads and the Na- 
tional Bureau of Standards, and $85 million for operating-differential subsidies ). 
The remaining $203,905,000, or 24 percent, consists of the controllable items, the 
regular recurring programs of the Department. 

Following is a summary distribution, by bureau, of the approximately $854 


million requested appropriations compared with the $950.8 million anticipated for 
1954: 


[Millions] 
1954 
| Estimated] Differs 
Appro- Proposed ‘Total 1955 ence 
priated | supple- antici- 
todate mental pated 

$511.4 $65.0 $576.4 $567.0 —$9.4 
Civil Aeronauties Administration. 138.6 103.9 —34.7 
Maritime Administration - baiiaciemcigeedietnataend 133.9 20.0 153.9 101.7 —52.2 
Coast and Geodetic 12.8 10,2 —2.6 
National Bureau of Standards__________..._....._..- 6. 6.4 8.1 +1.7 

Business and Defense Services Administration (ad- 
Bureau of Foreign Commerce (adjusted) 5.6 |. 5.6 6.4 +.8 
Office of the Secretary (adjusted) _ ____ 24 2.4 2.2 —.2 
Office of Business Economics (adjusted) __ x} 9 1.0 +.1 


I should like to call to your attention that despite a net decrease of $96.8 mil- 
lion, there are increases requested for the business program of the Denartment 
and the sicentific work of the National Bureau of Standards. It would probably 
enable you to see my viewpoint better if I were to present in advance of more 
detailed presentations by my associates and assistants a broad program 
analysis of the differences summarized by Bureau. 


BUREAU OF PUBLIC ROADS 


While the total estimates for the Bureau of Public Roads reflect a net decrease 
of $9.4 million, it is to be noted that the Federal-aid highways liquidation item 
calls for an increase of $15 million over the total anticipated 1954 level; the 
forest highways program, estimated at $10 million, is $5 million less than the $15 
jnillion presently appropriated. No funds are being requested for the access 
roads program. The 1954 appropriations completely financed outstanding au- 
thorizations for public lands highways and the elimination of grade crossings. 

The estimates for the Bureau of Public Roads highway programs are deter- 
mined largely by the current annual authorizations approved by the Congress. 
The Federal-Aid Highway Act of 1952 provided an authorization of $575 million 
for the Federal-State cooperative program for each of the fiscal years 1954 and 
1955. The budget estimate for Federal-aid highways of $555 million represents 
funds that will be required to reimburse the States for highway construction 
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initiated under the Federal-aid authorizations and for the administration of 
the program. 

The material shortages which have hampered the highway programs in recent 
years have been largely overcome. Federal restrictions on use of steel have been 
lifted and the rolling and fabricating steel mills are again producing structural 
steel in quantity for highway and bridge construction. An ample force of high- 
wav contractors is available as evidenced by the keen competition for highway 
work, 

Due to general economy measures sharp curtailment is planned in the forest 
highway construction program. The estimate of $10 million will be used largely 
to liquidate contracts incurred in prior years under forest highway authoriza- 
tions contained in the Federal-Aid Highway Acts. 

The estimates of the Bureau of Public Roads also provide for continuation of 
the survey and construction of the Inter-American Highway and the Rama 
Road in Nicaragua at approximately the same level as the current year. This is 
in accordance with the minimum recommendations of the Department of State. 


CIVIL AERONAUTICS ADMINISTRATION 


The 1955 budget estimate for the Civil Aeronautics Administration totals 
$103,885,000, as compared to the $138,620,000 adjusted appropriations for this 
bureau in 1954, a reduction of $34,735,000, or approximately 25 percent. 

Particular attention is and will continue to be given to examination and re- 
evaluation of all phases of the agency keeping in mind that safety in navigation 
must be paramount. We intend to simplify existing practices; eliminate many 
activities that are no longer essential; and utilize private industry and other 
governmental agencies properly. All of these are in line with this administra- 
tion’s objectives and should aid us in reducing the Federal share of expenditures. 

Within a very short period I expect to be able to report to you the findings of 
our study with respect to the Federal-aid airport program and the part to be 
played by the Federal Government in such an activity. 


MARITIME ADMINISTRATION 


The estimates of $101.7 million for the Maritime Administration reflect a net 
decrease of $52.2 million and is for the most part attributable to the elimination 
in 1955 of the necessity for requesting ship construction liquidation cash for which 
$59 million was appropriated in 1954. 

Continued cleanup of a subsidy rate determination backlog extending back to 
1947 will require a continuing high level of appropriations for operating dif- 
ferential subsidies. As you will recall, when we appeared before your committee 
last March, testimony was given that, theoretically, if all the back bills and 
those accruing in 1954 could be processed during 1954, we would need about $140 
million. Of this amount, we estimated that at least $65 million could actually 
be processed in 1954. I might add that our request to the Bureau of the Budget 
for this item was $78,740,000, the reduction to $65 million being premised on the 
assumption that some lag in processing of payments would be encountered. 

The Congress subsequently appropriated $55 million of which $20 million was 
in the regular appropriation bill and $35 million in a supplemental. I now find 
that our cleanup is progressing even better than we had expected and that we 
will need a total of $84,500,000 for operating subsidies in fiscal year 1954. My 
request for a supplemental for $29,500,000 went to the Bureau of the Budget last 
week. These obligations under subsidy contracts with the ship operators are long 
standing—too long standing. In fairness to the companies involved, they should 
be paid. 

Our estimate and request for fiscal year 1955 is $85 million which, if allowed, 
will help substantially in placing these obligations on a more nearly current 
basis. 

With respect to the Maritime Administration, I should like to say that I am 
fully cognizant of the importance of its functions -and the importance of the 
merchant marine to our national economic health, as well as the key part it plays 
in national defense. I am convinced of the wisdom of having ships available 
under the American flag for the transportation of our foreign trade and for 
military needs. These factors make very difficult our problem of conserving the 
taxpayer's dollar in consonance with statutory responsibilities to further the 
American merchant marine, I think we have demonstrated that an effective 
compromise is possible. 


4 


These are some of the steps which we have taken. We are winding up the 
Mariner cargo ship program with a possibility of requiring less than the full 
sum originally authorized. We are bolstering our shipbuilding industry by 
making it easier for foreign operators to order ships built in the United States. 
However, in easing restrictions on such ship construction, control is retained 
over subsequent changes of ownership and trade with Communist China is 
prohibited. 

We are planning a program to encourage an increase in our active and reserve 
tanker fleets. We are encouraging private lending sources to provide ship con- 
struction financing. 

I expect that final plans for new ship construction and financing thereof will 
be completed shortly. We will then come before you with a complete program 
for such construction, as well as with programs for develoning the potential 
utility of ships in our national defense reserve fleets and for developing im- 
proved methods and equipment for cargo handling. 

We are taking a fresh view of our responsibilities for maritime training, gear- 
ing our active facilities more realistically to current needs while retaining in 
custody those needed in an all-out emergency. We are applying cathodic preser- 
vation to the bottoms of our reserve ships in addition to other basic preservation, 
so these ships will be fully usable when they may be needed. 

In my mind, these are forward steps. With them we have made big savings 
in overall expenditure, including substantial cuts in payroll cost. 

IT have made no attempt to explain detailed items in the maritime budget. 
This year T have asked Mr. Murray, Under Secretary of Commerce for Transpor- 
tation, and Mr. Rothschild, Maritime Administrator, to undertake that responsi- 
bility. 

WEATHER RUREAU 


The Weather Bureau is one of the most widely known services of the Federal 
Government and probably one of the least understood. It is often jndged by 
the forecasts read in the newspaners and heard over the radio. While this 
forecast service is important, it operates under certain limitations and is in 
sense incidental to the foremost functions of the Bureau to observe and report 
the weather, issue warnings of approaching blizzards, floods, and storms, and to 
maintain the climatological records of the United States. 

Early in the year it was believed desirable to have the operations of the 
Weather Bureau reviewed by an evaluating committee. Accordingly, an Ad- 
visory Committee on Weather Service, consisting of eight nonvovernmental 
meteorologists was established under the chairmanship of Joseph J. George. 
This Committee recently completed an extensive survey of Weather Bureau 
operations and has reported “this is one Government organization which has been 
frugal to the point of diminishing returns.” 

Cireumstances have forced the Bureau to he economical. The demands upon 
it for weather reports, forecasts and climatological data are normally in excess 
of the capacity of the Bureau to provide; consequently, the Bureau has been 
forced to try to keep first things first and to divest itself of nonessentials. 

The Bureau started postwar economies in 1946 and since the war it has 
reduced staff from a peak of 4,727 man-years to the present level of 4,061 man- 
vears, a reduction of 14 percent. During this period field stations also have 
been reduced from 399 to 332, a decrease of 17 percent. Further reductions will 
be made under the $24,750,000 appropriation pronosed in the President’s budget. 
This amount is necessary to carry on the essential services that should be 
provided by the Federal Government in the field of weather and flood reporting 
and forecasting and recording of climatological conditions in the United States. 


PATENT OFFICE 


For the Patent Office, which is charged with the responsibility of administer- 
ing the patent and trade-mark statutes, there is requested an amount of $11 
million. This amount is $1 million less than the appropriations for the current 
fiscal year. In view of the very substantial and presentty increasing volume of 
work with which this Office is confronted, and the continuing heavy demands 
for its services, a higher level of operation would be justified under more favor- 
able circumstances. The paramount need for general expenditure reduction, 
however, compels a lowering of the present program level. 

At the proposed level of operation for 1955, additional patent applications 
will have to be added to the presently increasing backlog and consideration 
thereof deferred to future years. While the number of applications awaiting 
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attention in the Patent Office should be materially reduced, the appropriation 
now requested contemplates temporary deferment of this desirable objective. 
In the meantime, I believe that the primary functions of the Patent Office can 
be discharged at the lower level of operations in 1955, without serious disrup- 
tion of services to inventors, businessmen, and the general public. 

The application of this administration’s policy, of having persons or organiza- 
tions which receive special benefit from Government activities assume the cost 
thereof, to the activities of the Patent Office has been given much consideration 
and study. Advice and assistance have been sought from industry groups, the 
patent bar, and other interested organizations concerning the effect and feasi- 
bility of such a program. Asa result, we shall seek legislation from this Congress 
with the aim of making the Patent Office more nearly self-sustaining. 


BUREAU OF THE CENSUS 


The $10.5 million requested for the Bureau of the Census is a net increase of 
$2.1 million over the approximately $8.4 million appropriated for the current 
fiscal year. The level of the current programs and special business surveys are 
being reduced $1,400,000: a sample census of agriculture with an estimated first 
year cost of $3.5 million is being submitted. 

Among the services to businessmen and other citizens performed by the 
Commerce Department is the collection, summarization, and dissemination of 
statistics on the population, agriculture, industry, and trade of the United States. 
The Census Bureau of the Department concentrates on collection, summarization, 
and publication of basic statistics, carrying on various statistical projects which 
have been added from time to time to the primary task described in the Consti- 
tution of the United States of taking a census of population every 10 years as 
the basis for the apportionment of Representatives between the States. 

The appropriations requested for this organization for the fiscal year 1955 
would enable it to perform its regularly assigned functions on a somewhat limited 
basis consistent with the most urgent needs of Government, business, and other 
users of statistics, but do not cover adequately exploratory and development 
work on new projects which are strongly urged by business groups. 

In order to accomplish a thorough review of the policies and practices of the 
Bureau of the Census, and make a new appraisal of the needs for its various 
statistical reports, especially the periodic census, I established some months ago 
an intensive review committee under the chairmanship of Ralph J. Watkins of 
Dun & Bradstreet. This committee has studied census problems intensively 
during many long sessions in Washington and has secured assistance from large 
groups of users of census materials. The report of this committee’s conclusions 
will show, I feel sure, that the appropriations I am requesting are well justified. 

It is my intention to submit in the near future, estimates of supplemental 
requirements for censuses of business, manufacturers, and mineral industries 
which I feel are of paramount importance. 


COAST AND GEODETIC SURVEY 


The $10.2 million requested for the Coast and Geodetic Survey is approxi- 
mately $214 million below the 1954 appropriations. $750,000 of this reduction 
is attributable to nonrecurring requirements for the construction of a geomag- 
netic station. The balance of the reduction $1.8 million contemplates adjust- 
ment of activities to a lower level of operations. 

Every effort will be made to ensure that (1) sufficient and accurate charts 
will be provided for marine and air navigation, (2) Defense Department re- 
quirements for surveys and maps will be satisfied, and (3) requirements of 
other Federal agencies for bureau products will be met. As we progress into 
fiscal year 1955, it may become necessary to reevaluate and readjust activities 
to ensure that first priority demands are completed. 


NATIONAL BUREAU OF STANDARDS 


The estimates for the National Bureau of Standards provide for an increase 
in its basie functions from a level of $6 million in 1954 to $8 million in 1955. 
In addition, there is one nonrecurring item: $115,000 for the liquidation of 
contract authority pertaining to the Radio Building. 

Last spring, I appointed a committee of the Nation’s leading scientists drawn 
from electronics, chemistry, and other fields, under the chairmanship of Dr. 
Mervin J. Kelly of Bell Telephone Laboratories, to make a thorough study of 


6 


the functions and operations of the National Bureau of Standards in relation to 
present national needs. Their report has been made available to members of 
this subcommittee and it well merits your close study. The specialized compe- 
tence of the members of the Kelly commttee permitted them to evaluate and 
appraise the programs of the Bureau. I have studied the conclusions of the 
report with Dr. Kelly and am in full agreement with them. 

The committee pointed out that “with the increasing range and depth of 
technology, the need for the services of the Bureau of Standards becomes even 
more important and its functions more complex,’ and “the Bureau of 
Standards is of vital importance to national strength.” 

It was a conclusion of the study that the basic functions of the Bureau needed 
increased financial support if it is to properly perform its functions. The com- 
mittee specifically commented: “Since the close of the war the technology of 
the Nation has shot rapidly forward. The Bureau's basic programs expanded 
until 1950 but at a rate beneath that justified by the needs. Since 1950 the 
decrease in basic programs must be considered as tragic. The ground lost since 
1950 should be regained in the next 2 fiscal years and the programs then expanded 
as detailed studies by the Director and his advisory committees find necessary.” 
The increase requested this year is a start in this direction. The appropriations 
supporting the basic work of the Bureau were drastically cut in fiscal year 1954, 
far below the 1949 level, and I hope the Congress will agree to this strengthening 
of the Bureau’s work. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The Business and Defense Services Administration which appears in the 
budget estimates for the first time as a primary organization unit of the Depart- 
ment, has a very vital role to play in the days ahead as an integral part of the 
Department’s program for developing, assessing and transmitting sound economic 
intelligence on the state of the Nation’s business. The $7.3 million requested is 
less than 1 percent of the total Commerce budget. 

It is a new organization, yes, but actually it embraces functions, responsibili- 
ties, and activities that have been incorporated in the Department’s basic charter 
from its inception. It is new, also, in the sense that it represents tangible evi- 
dence of the desire of the Department of Commerce to revitalize essential business 
services and assist both business and government to effectively use the vast 
amount of economic knowledge which is available to us. 

The reason why I consider the Business and Defense Services Administration 
so vital to the effective operation of the Department of Commerce in the area 
of business activity is because it represents the only effective link that the 
Department has between government and business. It is through the BDSA 
that we are assured of the cooperation of business and industry in the develop- 
ment of realistic and sound mobilization plans and programs. It is this cooper- 
ation which assures the channeling of critical materials and products to the 
defense effort without the necessity of employing burdensome controls. It is 
the BDSA which is the Department's sounding board for signs of economic stress 
in individual industries, for in its industry divisions this organization is in 
constant touch with business and industry. It is through these day-to-day con- 
tacts and cooperative endeavor in a climate of mutual trust and understanding 
that our entire economic activity can be placed on a basis which is both realistic 
and of practical application. 

The work of the Business and Defense Services Administration, both in the 
discharge of its important responsibilities under the Defense Production Act 
as well as in the operation of the mobilization base programs of the Office of 
Defense Mobilization and its specific services to the business and industrial com- 
munity will be of paramount importance in this next fiscal year. 


BUREAU OF FOREIGN COMMERCE 


The new Bureau of Foreign Commerce and the Business and Defense Services 
Administration are, together, responsible for carrying out the Department’s 
statutory job to “foster, promote and develop” the foreign and domestic com- 
merce and industry of our country. 

When I appeared before you earlier in connection with our budget estimates 
for the fiscal year 1954, I was not yet prepared to bring into focus any extensive 
new policies with regard to the traditional and important functions of the 
Department in its service to business activities. You may recall that at that 
time I expressed concern about the decline of the Department in this phase of 
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its work, but I did not then ask for additional funds because 1 wanted first to 
be sure exactly which activities should be strengthened. 

Since my earlier appearance, we have made a very careful analysis of the 
work which is now being done in the interests of our foreign trading and invest- 
ing community, and especially what has not been done in their behalf in spite 
of the urgent pleas of those active in foreign commerce. The results of this 
examination are embodied in the budget submission for the fiscal year 1955. 
As a part of this program, I have ordered the revision of the Office of Inter- 
national Trade to the status of the Bureau of Foreign Commerce, a more fitting 
stature for the principal unit in the Department for this work. 

As you know, the work which must be effectively discharged for the benfit of 
our foreign trade includes the furnishing of information about economic condi- 
tions in all parts of the world, and the collection and dissemination of special- 
ized types of information concerning individual commodities and trading chan- 
nels. The sad lack of resources during these last few years has largely prevented 
the Department from keeping its information current and useful, and from 
publishing it as rapidly as should be done. 

In more recent times, there has grown in the United States a large and 
widening interest in the investment of American capital abroad. The Depart- 
ment of Commerce is in a particularly favorable position to be of help to those 
businesses and individuals who are considering such investment, because of its 
wide experience and knowledge of conditions abroad and its files of information 
which provide useful tools of assistance to investors. 

A further important aspect of the foreign economic responsibilities in the 
Department of Commerce is the representation in the councils of the United 
States Government, as well as with officials of friendly foreign governments, 
of the necessities and requirements of the American foreign trading and investing 
community. This constitutes a valuable and important service to American 
business which must not be allowed to die on the vine. 

I have made this request of $6.4 million on the basis that it represents a very 
high priority in the Department. If the Department is to function at all effec- 
tively in keeping with its duties and obligations, it must strengthen its capacity 
to serve the American business community. In order to make possible the pro- 
posed increase in this segment of the Department’s budget for the fiscal year 
1955, while at the same time achieving a substantial reduction in the total depart- 
mental budget, I have suggested voluntary reductions in certain other bureaus 
of the Department. 


OFFICE OF THE SECRETARY 


The request for the Office of the Secretary reflects a net increase of approxi- 
mately $200,000 after adjustment is made for the nonrecurring appropriation of 
$400,000 reappropriated in fiscal year 1954 to cover the cost of terminal leave. 
This appropriation provides for the executive direction of the Department as 
well as supporting staff and administrative services. I like to think of this staff 
as vice presidents responsible for administering the functions and activities of 
the Department and advising me on policy and program matters, both current 
and future. In my experience in private business, I have come to appreciate the 
necessity for a strong top management staff to insure efficient and economical 
operations, 

The estimate for executive direction of the Department provides full-year 
financing of positions filled for only a part of fiscal year 1954. I propose to 
strengthen staff services activities by providing additional personnel in the 
Office of the General Counsel, the Office of Security Control, the Office of Budget 
and Management, and the Office of Publications Management. I have also re- 
quested an increase in the administrative services activity to provide the neces- 
sary housekeeping functions for the increased staff in the business services area. 
The detail justifications fully explain and justify these increases. 

I am again requesting for fiscal year 1955 authority to transfer $100,000 from 
other appropriations of the Department to the Office of the Secretary to finance 
the cost of management surveys to be conducted in the various offices and 
bureaus of the Department. 


OFFICE OF BUSINESS ECONOMICS 


The approximately $1 million requested for the Office of Business Economics 
represents an increase of $100,000 over the amount presently available. It is 
essential that the business community and the Government have at hand all 
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the facts necessary for the proper evaluation of business trends and develop- 
ments. To this end, the Department collects, organizes, interprets, and dis- 
tributes through the Office of Business Economics, a variety of economic intelli- 
gence, and publishes a monthly Survey of Current Business. 

Every possible effort must be made to guard against the harmful effects of 
business fluctuations, and in particular to use our economic intelligence to 
predict trends and thus make possible prevention of sudden downswings. I 
have found that in the postwar period the Department has not been equipped 
to do an adequate job in this field. In the Office of Business Economics, where 
the function has properly resided, and where the basic economic measures like 
the national income and national product are determined, the staff assigned to 
this important work is inadequate to the present need. I consider it essential 
that this function be strengthened. I strongly recommend that the increase 
requested for this purpose in our fiscal 1955 estimates for the Office of Business 
Economics be approved. 


INLAND WATERWAYS CORPORATION 


The properties of the Inland Waterways Corporation were sold on July 24, 
1953, to the Federal Barge Lines, Inc., a subsidiary of the St. Louis Shipbuilding 
& Steel Co. for $9 million. The sale provides that the purchaser will invest $1 
million in new working capital and will repay the purchase price within 11 years 
plus interest at 3% percent annually. Continuation of common-carrier service 
in a manner substantially similar to the service previously rendered by the 
Inland Waterways Corporation is provided for in the agreement. 

The sale is, I believe, the first successful effort on the part of the administra- 
tion to divest the Government of operations which could, and should, more 
appropriately be performed by private enterprise. Since 1925 $15 million has 
been appropriated to carry on the operations. Not only will we realize virtually 
the entire amount from the sale of this facility but under private ownership an 
additional $10 million will be invested for its rehabilitation through the purchase 
of new equipment. Further, it will produce additional income through restora- 
tion of the enterprise to the tax rolls. 

Operations during fiscal years 1954 and 1955 will be limited to (1) settlement 
of claims originating prior to sale, (2) collection of outstanding receivables and 
principal and interest payments on the mortgage, and (3) monitoring the pur- 
chaser’s operation for compliance with the terms of sale. 

The budget authorization of $16,000 for administrative expenses requested for 
fiscal year 1955 is, I believe, most conservative. 


BUSINESS-MANAGEMENT SURVEYS 


During the course of the past year, I have found most helpful the utilization 
of the authorization to employ outside business-management firms. This has 
enabled me to secure in a relatively short time excellent objective reviews of 
the operations of several of the bureaus of the Department. Such surveys have 
been made or are in progress covering the Bureau of Public Roads, the Civil 
Aeronautics Administration and the Bureau of the Census. I am sure that the 
surveys will point up areas where we é@an effect additional economies and greater 
efficiencies. 

In conclusion, I wish to again assure this committee, as I did last year, that 
we are going to try to do the job with whatever is appropriated. It has been my 
practice in Government to try to do a good job and not to feel that I must spend 
all the money which has been appropriated by the legislative branch. In this 
connection, I should like to mention action taken in the Department toward the 
end of the 1953 fiscal year to curtail a practice known as June buying. Recogniz- 
ing the unusually heavy volume of expenditures normally made toward the end 
of the fiscal year, we sought the cooperation of the heads of all primary organiza- 
tion units of the Department in eliminating nonessential spending for the fiscal 
year. Requisitions in excess of $500 were required to be submitted to the Di- 
rector of the Office of Budget and Management for approval, and proposed 
orders for goods and services in amounts of less than $500 were personally 
reviewed by the head of each bureau and office. The full impact of these 
measures cannot be reflected in terms of dollars saved but there were substantial 
savings as evidenced by the fact that the volume of contracts received for exami- 
nation in June 1953 was 25 percent less than in June 1952. 

Whatever the amounts finally appropriated, you may be assured that all 
resources and efforts of the Department will be directed toward the accomplish- 
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ments of its responsibilities to the business community to the end that, and to 
the extent possible, there may be assured the attainment and maintenance of a 
high level of business activity and employment. 

At this time, I would like to turn over to my immediate assistants the presen- 
tation and detailed justification of the estimates before this committee and I 
am sure they will provide you with such information and assistance as you may 
require in the consideration of these requests. 


APPROPRIATIONS, 1954 AND ESTIMATES, 1955 


Secretary Werks. From the standpoint of money, you will note 
from the figures that we are asking for a total of $854 million, which 
compares with $951 million in the 1954 budget, including the supple- 
mentals, some of which have not yet been acted upon. 

Mr. Rooney. Excuse me. What was that figure, Mr. Secretary ? 

Secretary Weeks. $854 million for fiscal year 1955. 

Mr. Rooney. How does that differ from the figures shown on page 
VI, the comparative statement at the beginning of these justifications? 
The CAB, I take it, is included; and that makes the difference ; is that 
right 

Mr. Nretson. Mr. Rooney, the CAB is included in those figures. 

Secretary Weeks. $854 million is the fiscal year 1955 request, com- 
pared with $951 million for fiseal year 1954, which includes some sup- 
plementals you have yet to act upon. 

It compares with the original request a year ago January of $1,127,- 
000,000, which we found when we arrived here. Therefore, from the 
standpoint of money, the funds are about 24 percent below the request 
of $1,127,000,000, and would be about 10 percent below the fiscal 1954 
including supplementals. 

his chart gives you the picture. These [indicating] are the actual 
appropriations for fiscal 1953. These [indicating] are the requests. 

This [indicating] represents the supplementals of $85 million that 
are now in transit, so to speak. 

It is interesting, I think, to note the amount of the Commerce budget 
that is not susceptible of any treatment on the part of the Commerce 
Department. Everything in red there is noncontrollable. Most of 
it 1s public roads and maritime administration. Then the green is 
the controllable items in the public roads and the maritime and the 
rest of the Department, divided into CAA and the smaller bureaus; 
smaller so far as the appropriation is concerned. 

So there is about 76 percent of the total budget that we have no con- 
trol over, and about $204 million, or 24 percent, that we do have some 
control over. 

JUNE BUYING 


I would like to say a word about what we call June buying in the 
trade, so to speak. Last spring, having had some experience in that 
field, and knowing what the habit has te over the years—to spend 
all the money you have—we tried to turn back everything we could. 
We turned back about $10 million of our appropriation, as against $6 
million the year before. 

In June we handled 25 percent less contracts than we handled the 
previous June. So we think we put the brakes on the practice of 
crowding into the month of June all the expenditures that remained 
available. 
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INLAND WATERWAYS 


I might say here just as a passing word about the Inland Waterways, 
which you will recall we disposed of last July. That sale, I think, 
is coming out all right. The operator is carrying on, and I was given 
information the other day—I would like this not to be on the record. 

(Discussion off the record.) 

Secretary Weeks. That sale is going along in good shape, and I 
think will come out very well. 


PERSON NEL 


So far as “Personnel” is concerned, the positions in fiscal 1953 were 
45,686. We cut them down to 35,952 in 1954, and the projected 
request for 1955 is 32,694. Therefore, so far as positions are concerned, 
we are down about 25 percent. 

So far as average employment is concerned, we are down about 
20 percent. We think we have made some progress in pulling the 
Department in from the standpoint of money and the standpoint of 
personnel, 


ORGANIZATION 


I should like to say a word about the organization of the Depart- 
ment. All of my chief assistants are here, except Mr. Teetor, the 
Assistant Secretary for Domestic Affairs, who had to be on the west 
coast, and the General Counsel, Mr. Dunn, whom it did not seem 
necessary to bring. 

I have six principal assistants who are working in harness extremely 
well, We think we have a team that is producing and is going to 
produce more and more as we go along. 

The transportation end of it—Maritime, Civil Aeronautics, Public 
Roads, and the Weather Bureau—is under Mr. Murray's direction. 

Mr. Williams, besides being my principal assistant, especially looks 
after the National Bureau of Standards, the Patent Office and the 
Coast and Geodetic Survey. 

Mr. Anderson and Mr. Teetor have the business relationships in 
their charge; the Bureau of Foreign Commerce and the Business and 
Defense Services Administration, including the Census Bureau. 

Mr. Worthy looks after the administration of the whole Commerce 
operation. 

Mr. Dunn is doing an excellent job as general counsel of the Depart- 
ment. Mr. Corwin, his deputy, is present. 

Mr. Oechsle is here, the Deputy Assistant Secretary for Domestic 
Affairs, in the absence of Mr. Teetor, who as I said, is on the west coast. 


SAVINGS 


I think it is interesting sometimes, and more to the point to show 
you what we are trying to do, to speak to some of the savings we have 
made—the little savings, I call them—which I think point up the oper- 
ation better. 

We have turned back in the last year to the GSA 452,000 feet of 
floor space in Washington alone, which is about two-thirds of the 
available floor space in the Department of Commerce Building itself. 
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In addition we have turned back a considerable but unestimated 
amount of floor space in various parts of the country outside of 
Washington. 

We found that we had in the Department about 800,000 cubic feet 
of records. We think that we can cut that down to about 300,000 by 
either destroying records or sending them to storage out in the country. 
Of course, as we go along with that process, it is going to enable us to 
release more space to GSA to do what they please with when they get. 
it. 

Parenthetically, 1 may hope that they will get rid of some of these 
temporary buildings in the process. 

In the little savings we found 1 department where there were 600 
telephones for 400 personnel. We have handled that and are looking 
into that phase of the operation. 

As between the Bureau of Public Roads and the Coast and Geodetic 
Survey, we have found a duplication in the mapmaking operation. 
We cut that out and saved $152,000. 


PUBLICATIONS 


We had a year ago 278 people in the Office of Publications. We 
now have 150. That isa 45 percent drop. 

We discovered that we were spending about $5,000 for newspapers 
and magazines in the Office of the Secretary alone. We are cutting 
back that figure substantially. Department-wide, we have already 
saved $7,655 in magazines and newspapers, and we are going to save 
about $20,000 there before we get through with it. 


TRAVEL ORDERS 


In the Coast and Geodetic Survey we have run into this travel order 
picture, which is a very expensive operation as the Government con- 
ducts it. We figure a travel order costs somewhere in the neighbor- 
hood of $20. 

In the Coast and Geodetic Survey they sent parties out and hitherto 
each member of a party has put in his travel order. 

As a comparison, in September this year whereas under the old 
system there would have been 381 travel orders we cut it down to 44 
by having the chief of the party put in an order for everybody in his 
party. We estimate we saved $10,000 to $12,000 in that particular 
operation. 


SAFETY 


The President appointed a commission to look into the safety factor 
of the operation of the Government. We have found that safetywise 
we are in much worse shape than is the average in industry. We have 
had last year a direct cost for accidents and so on of almost $1 million. 
The normal practice in industry is to multiply direct cost by four to 
get the total cost of accidents, so I think there is a tremendous saving 
possible here. If we can only build up that safety factor to the par- 
ticular individual in Government, if we can only bring it up to the 
level of what is standard in industry, we estimate there is a possible 
saving of about $4 million in that area. 
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WEATHER SERVICE 


We have found a good deal of duplication which we are working on. 
When you come to the Weather Bureau I have some comments to make 
about that, but I will say to you that we can get better weather service 
at less cost to the Government over all if we can eliminate some dupli- 
cation that exists. 

Mr. Anderson, at the end of the table, is troubled, as I am, about 
some of the duplication existing as among the Commerce Department, 
State Department, and Foreign Operations Administration in the 
overseas commercial interest field. We are trying to do something 
about that. 

MAPMAKING 


We think that in the Coast and Geodetic Survey, in the mapmaking 
operation, there is an opportunity to save there if we can eliminate 
duplication between the Coast and Geodetic Survey, the Geological 
Survey of the Department of Interior and a mapmaking operation 
in the Defense Establishment. 


MANAGEMENT SURVEYS 


We expect to spend in accord with the authorization of appropria- 
tions of the Congress this year in the neighborhood of from $250,000 
to $300,000 for our management surveys. We want to continue that 
on not as large a scale. We estimate it is something short of $200,000 
for the fiseal year 1955. We feel that that is proceeding satisfactorily. 

We have presently an operation underway in Civil Aeronautics, 
Public Roads. the Census Bureau, BDSA, and the Bureau of Foreign 
Commerce. We want to extend the operation and carry on and con- 
clude what we are doing. I think the best evidence as to whether 
or not it pays out naturally is in the amount of money spent and the 
personnel involved. That chart you see there will indicate that we 
are making some progress. 

Now I would like to say a word about some of the particular bureaus. 
They will all be here before you, and you will have an opportunity 
to question them, the same as you have already had with the National 
Bureau of Standards and the Patent Office. 

I would like to run over them and make some comments of my own. 


PUBLIC ROADS 


In the Public Roads field you will recall undoubtedly the recom- 
mendation of the President, which is a request for a continuation of 
the 2-cent tax and the implied suggestion that the extra half cent, 
so to speak, be spent on the Federal Government’s share of road con- 
struction. He said, in accord with our suggestion, that the primary 
interest of the Federal Government is in the interstate highway 
system. 

The committee which handles public road authorizations will be 
taking that matter up. 

You will note that the budget there, as shown by the pie chart, shows 
a very substantial amount of our whole operation, as far as money goes, 
is in that area. I would say that whatever is not going to be done is 
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still naturally undecided, and we will have to take it up as we come 
to it. 
MARITIME PROGRAMS 


In the maritime field you will recall that last year we eliminated the 
request for the construction subsidy. At the same time Mr. Murray 
carried on some negotiations with ship operators to the end that | 
think, when and if the Government starts again aiding in ship con- 
struction, we will be financing, not 100 percent of the cost of the ship, 
but approximately 40 percent, and the operators will carry the rest of 
it on their own account with private banking assistance. 

On the construction end of this maritime program, the mariner 
program is running out this year. Unless the yards are to be pretty 
well stripped of business I think something has to be done about it. 
We have been discussing tanker programs with the interested de- 
partments of the Government, and I think you are going to see some 
tanker construction started before too long. ‘There may be some other 
construction. 

The specific recommendations will come later. Mr. Murray will 
talk about it when he is before you. 


OPERATING SUBSIDIES 


In the operating subsidies, in fiscal 1952 and 1953 the Government 
ae en $20 million each year. That is $40 million. 

n fiscal 1954 we asked the Bureau of the Budget for $7814 million. 
The Bureau transmitted a request for $65 million. The Congress 
appropriated $20 million. 

We came in in July for a supplemental of $35 million, and you ap- 
propriated that amount, making a total of $55 million. 

ou now have before you a supplemental of another $20 million, 
and you will have an additional supplemental of about $914 million, 
I think, after the Bureau of the Budget has processed it. 

So the $20 million, $35 million, $20 million, and $914 million make 
approximately $85 million. We are asking for another $85 million 
in the fiscal year 1955 budget. So if you take care of this request, the 
Government will, in effect, have spent $40 million in the 2 fiscal years 
of 1952 and 1953 and $170 million in the 2 fiscal years of 1954 and 1955. 

Mr. Cievencer. Mr. Secretary, might I interrupt right there to 
ask: How much of this has it been determined was accrued and due 
last year, prior to the start of this fiscal year? 

Secretary Weeks. Well, I do not have the exact figure, but a very 
substantial amount of it was in that category. Do you have the figure, 
Mr, Murray? 

Mr. Murray. That will be in the maritime testimony. 

Mr. Crevencer. All right. 

Secretary Weeks. There were a lot of bills. Some of them we 
found went back to 1947. 

We have felt that the people to whom the Government owed money 
ought to get it, so we have been trying to pay the bills. That is what 
it is costing the administration to pick up a lot of old bills that were 
on the doorstep, so to speak. : 

Mr. Crevencer. There is a country expression of “dead horse.” I 
would like to have that identified, as against the current expenditures. 
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Secretary Werks. They were getting pretty sick, so far as the 
operators were concerned. 


KINGS POINT MERCHANT MARINE ACADEMY 


I would like to say a word about the Kings Point Merchant Marine 
Academy, which we have been taking a look at. 

We had some thought at one point that we would make some change 
in the setup, but we are now, at the suggestion of the White House, 
and after consultation with the White House and the Bureau of the 
Budget, planning to go along with the Federal Merchant Marine 
Academy for the present, at least, and to restudy the whole operation. 
So you will find sooner or later a request in effect for a restoration of 
the figure that we originally put in, which was $1.9 million for the 
Federal Merchant Marine Academy. It is now $1.4 million in your 
figures. There will be a request to increase it to the original $1.9 
million and carry on as we had been in the Kings Point and State 
school operation. 

CIVIL AERONAUTICS 


I have no particular comments on Civil Aeronautics. Mr. Murray 
and Mr. Lee will cover that field. However, I do want to say that the 
question of airport construction and subsidies is still being studied. 
We hope to have something to talk to you about within perhaps a 
month. We have a bill in. I think the bill has been introduced for 
the Washington Airport. Is that correct? 

Mr. Corwin. It has not been introduced yet, that I know of; it is 
at the Bureau of the Budget. 

Secretary Weeks. We contemplate asking for incorporation of the 
Washington Airport, so that its receipts and expenditures may be 
handled as a business-type operation. There is nothing in the present 
budget for the Washington Airport on that account. 

Otherwise, in the operation of the CAA we have been trying to save 
money by eliminating some of the fringe operations which did not 
seem so important and stressing more the safety factor of the opera- 
tion. We think we have attended carefully to the principal function 
of that operation, which is to assure safe flying for the public who 
are using that means of transportation in continually increasing 
amounts. 

WEATHER BURFAU 


As to the Weather Bureau, the Weather Bureau is well operated. 
We have had a very distinguished evaluating committee studying that 
operation for 4 or 5 months, headed by General George, with some ver 
distinguished people on it. Again, as I say, Mr. Murray will talk 
about this, but they have come up in effect with this suggestion : That 
if we can cut out the duplication which exists in the weather field as 
between the Department of Commerce Weather Bureau and the De- 
fense Establishment we can get better weather service and get it at 
a smaller overall cost to the Government. 
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We are in the process of strengthening the a rg situation. We 
are in conversation with the Bureau of the Budget about this dupli- 
cation which we would like to see eliminated. 


PATENT OFFICE 


May I say a word or two about the Patent Office and the National 
Bureau of Standards, which you listened to yesterday ? 

I want to say to you that we have been making a strenuous effort 
to get the Patent Office on a self-sustaining basis. My personal feel- 
ing is that those who take out patents and use patents ought to pay 
for the operation, and can reasonably be asked to do so, 

Very roughly, the Patent Office has taken in about half as much 
as it has cost to run the Office. Under new service charges that we 
are asking Congress to approve we will be taking in about 75 percent 
of what the Office costs. We have some other charges that we are 
considering, and I still have not lost hope that we can get that opera- 
tion on a paying basis. 

There is one feature of the operation which concerns me, and that 
is that they are falling behind in the classification of patents, and 
that as you go along the net result of it is going to be that as time goes 
by, unless something is done about it there will be much less production 
by the individual examiner, because obviously if he has to make a 
search of 100 years that takes him so long and if he has to add 
another 25 or 50 years it is going to take him longer to make the search. 

This classification of patents is one way to shorten it down and 
speed up the production. The Patent Office is well behind in its pro- 
duction, although I think not dangerously so. There is no critical 
situation, but there could be if it were allowed to go along indefinitely. 


NATIONAL BUREAU OF STANDARDS 


In the National Bureau of Standards you will note that we are 
asking for an increase from $6.4 million to $8.1 million. I hope very 
much that it will be granted. 

This National Bureau of Standards in 1949 had an appropriation 
of $8.9 million, so that even with this increase to $8.1 rillion the 
Bureau would still be spending substantially less than in 1949; and 
that is not true, certainly, of most of the other bureaus of the 
Department. 

Half of the Bureau, as you have heard yesterday, has gone over 
to the Defense Establishment. This scientific research and the work 
done by the Bureau is important. I noted some figures the other day, 
though I do not have them accurately, that there are today, I think, 
substantially 21% times as many people in private industry engaged in 
research and development work than there were right after the Second 
World War 8 or 9 years ago. The developments in the scientific fields, 
such as electronics and whatnot, are coming on us very rapidly, and 
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I think it would be a mistake not to give the National Bureau of 
Standards this extra money which is requested. 


COAST AND GEODETIC SURVEY 


I may say just a word about the Coast and Geodetic Survey. There 
is not much T want to say, except as to the duplication which I think 
may exist, which we are taking a look at. The Coast and Geodetic 
Survey is a well-managed operation, and the taxpayers are getting 
their money’s worth, I think, in that field, without any question. 


BUSINESS OPERATIONS 


Now I should like to wind up by touching on the business opera- 
tions. The BDSA, the Bureau of Foreign Commerce and the Census 
operation are involved. 

In both the Business and Defense Services Administration and the 
Bureau of Foreign Commerce we are asking for more money for the 
two Bureaus. We are asking that BDSA go to $7.3 million from 
$6.4 million, and the Bureau of Foreign Commerce from $5.6 million 
to $6.4 million. 

The Business and Defense Services Administration, if it gets what 
we ask for, will have about 1 percent of the total budget. That is in 
the domestic field and in relation to the mobilization base planning. 
That is the agency of the Department of Commerce, the only agency 
of Government, which is set up to do this particular job, It is a 
vitally important job at the present time. We should have this 
increased amount. 

Yon must, I think, understand that the BDSA has two specific 
functions. The detail of this you will hear from Mr. Honeywell and 
Mr. Teetor, but in the first place in the mobilization base field we are 
supposed to have the planning in such shape that if a bomb drops 
tomorrow we will be able to throw everything into high gear and 
operate. There have been in the past two experiences, with the Second 
World War and Korea, of somewhat of a lag in getting into operation. 
We are developing plans which we think will put us very quickly 
into operation. But the Office of Defense Mobilization, which settles 
the policy, expects the BDSA to be ready to implement that policy. 
In BDSA there are twenty-odd industry divisions, headed by men 
from industry known as WOC’s. You understand that term. The con- 
ferences we have currently with representatives from industry are 
all designed to plan what the Government is going to do if and when 
we have to do it, which I pray we do not. 

On the domestic side, the civilian operation, we have a field service. 
Last year we had 47 field offices. Today we have 33. We have 
established working relationships with about 900 chambers of com- 
merce all over the country. We think we are doing a better coverage 
job at substantially less expense. 

This BDSA is the point of contact between Government and busi- 
ness. We are aiding business. We are interesting ourselves in the 
taxes that affect business. We are working on it. 

For example, on the decontrol of minerals and metals, we had quite 
a session on the decontrol of nickel, which finally was decontrolled. 
I think we did a service to business in that particular respect. 
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Mr. Anderson and the Bureau of Foreign Commerce have been 
considering some vital questions, like the export of steel scrap and so 
on. 

This outfit is the sensitive nerve connection between Government 
and business, where we try to get some business suggestions as to how 
we can help them, and try to get their reports on the state of the 
Nation so far as business is concerned; and we in turn keep that 
contact and we think it is something that is very vital. 

The service of the Bureau of Foreign Commerce in the foreign field 
has been going downhill for years. The business community in- 
terested in foreign commerce wants the service that we are getting set 
up to give them. There is information which is gotten about products 
abroad, and trade channels, and we are working on trying to promote 
the investment of private capital abroad. 

Our export control setup is functioning. Mr. Anderson will tell you 
about that next week. 

In these two areas—the business relationship between Commerce 
and the business of the country, foreign and domestic—we are asking 
in the two Bureaus a modest increase of $1.7 million. We hope very 
much that the Congress will let us have it, because we need it. 


CENSUS BUREAU 


Finally, I want to say a word about the census operation. 

We did not, as you know, succeed in getting the appropriation for 
the business and manufactures census, and the agriculture census last 

ear. We have had a very distinguished committee headed by Dr. 
Vatkins of Dun & Bradstreet which has been studying the census 
operation. They have circularized the business fraternity to a con- 
siderable extent. The opinion through the business community is 
pretty nearly unanimous that the Government ought to keep up this 
census of business and manufactures. 

I am not specifically prepared to talk about the agriculture census; 
that is more up to the Agriculture Department. However, the census 
of business and manufactures is important to the business of this 
country. 

I would like to say that in my judgment, and in the judgment of the 
business community which we have polled and discussed this with 
over the last 10 months, I cannot find very many who do not agree 
that we ought to go along with it. 

That, Mr. Chairman, sums up what I have to say in a general way 
about the Department. If I might answer any questions I would be 
glad to do so. 

MARITIME SUBSIDIES 


Mr. Cuievencer. Mr. Secretary, the most important question I had 
to ask was the one that I did ask, about the validity of some of these 
vessel subsidy claims. I have been unable to find out very much about 
that subject from the Committee on Merchant Marine and Fisheries, 
which authorizes them and makes the contracts. For example, you 
have presented to us bills that were represented as being as old as 
1947, for payment. 
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Evidently there is an area of uncertainty as to just who controls 
the amounts of these vessel subsidies, even in the Maritime Committee 
itself. Since I am partly of Scottish extraction I do not want to part 
with any money without a good reason for it, so I am trying to find 
out something about who controls what. That interests me, because 
it is the big item in your budget. 

Then, of course, we will be interested in knowing something about 
those subsidies for carrying mail that lately came over to us. I hope 
we will have some information presented to us when we get to that 
section of the discussion. 

Secretary Weeks. Whatever is being spent in the operating sub- 
sidy for the maritime field, or in that area, is contracted for accord- 
ing to statute. I think when you get to that Mr. Murray will talk 
about it. 

Mr. Murray. Any confusion on that may be due to the difference 
in language as between the construction subsidy and the operating 
subsidy. The operating subsidy is fixed. There is not anything we 
do about that, except to pay the bills. On the construction subsidy 
what they might be referring to is the fact that if no money were 
appropriated we could not build any ships. 

Mr. Crevencer. We were talking specifically with them about oper- 
ating subsidies. There seemed to be considerable vagueness as to 
how much was involved and who authorized it. I do hope you will 
have some information for the committee about how that is arrived at, 
including how many voyages there are, and how much they cost us. 

Mr. Murray. Yes, sir. 

Mr. CLevencer. One interesting matter in that connection is that 
we are steadily losing ground in the carrying of revenue freight across 
the Atlantic. We are certainly not the first- or second- or third- 
ranking nation according to the latest figures. That is rather hu- 
miliating to me, when I realize the amount of money we have spent 
for the construction and operation of our maritime service. That 
interests me particularly. 

Have you any questions, Mr. Bow ? 


PUBLIC ROADS 


Mr. Bow. Mr. Secretary, I was interested in the President’s mes- 
sage and also in your testimony here this morning on the question of 
public roads and the tax. I should like to know whether there has 
been some change in the gern ame that tax as being a 


revenue, and whether it is actua 
opinion on that? 

Secretary Werks. Well, I do not have the President’s exact lan- 
guage in front of me, but as I recall it I do not think it is spelled out 
with any complete degree of certainty. I would think probably the 
intent is to spend the extra money, if the Congress retains the half 
cent—it goes off the Ist of April—in the interstate highway field. I 
would say the probable intent, so far as the recommendation goes, is 
to spend the extra money in this interstate highway field in coopera- 
tion and collaboration with the States. 

Do you have any different viewpoint on that, Mr. Murray? 

Mr. Murray. I do not think it was specific. I think the Public 
Works Committee is going to give this quite a twirl this year. I 
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think that the committee is still open for whatever determination 
they may make. 

Mr. Bow. Well, in the past it has seemed to me that we have con- 
sidered it more or less a general revenue measure. 

Mr. Murray. It has always been considered general revenue. 

Mr. Bow. With that language in the message it looked to me as 
though perhaps you were changing it to where it might be a usage tax. 
I have particularly in mind the thing which has concerned this com- 
mittee some years before 1 became a member of it, and that is the 
usage tax on airways. I was interested to determine whether or 
not the increase in that could be in anyway considered to be a usage 
tax so far as the tax on aircraft is concerned ; as to whether that could 
be Seg te as a portion of a usage tax rather than for general revenue. 

Mr. Murray. As you know, either this afternoon or tomorrow we 
will have for you the study which has been made during this past 
year. 

Mr. Bow. Yes. 

Mr. Murray. I would think that in some ways that you would 
probably want to tie in whatever is finally done on highways in order 
to be consistent and put the airways on the same basis. 

Mr. Bow. That was my thought when I read the message of the 
President and as I heard it. 

CENSUSES 


Mr. Secretary, going back to the subject of censuses, my particular 
area of the country may be a little strange on some of these things, 
but I have checked with the heads of many of the business firms and 


some of my manufacturers, and there is a complete reversal of what 
you have said to us here. I find that few of my people believe there 
should be a continuation of the business and manufactures census, 
and that includes some rather large corporations. 

I do find from some of the heads of these companies that they do 
have down in their organizations some people who like to work with 
statistics, who believe that it is a good thing, but the heads of the 
house themselves have been almost unanimous in opposing it. 

IT am wondering whether or not in the inquiries that have been made 
my particular area has been covered? That is the Canton-Massillon 
area in Ohio of industry. 

Secretary Weeks. I will submit the evidence that we have which 
would tend to indicate the support of business for these censuses. 
‘They are, as I and those who believe as I do think, the benchmarks 
on which you estimate your operation, your prospective sales, your 
prospective market, and every relationship to business is tied into the 
thing. I am frankly surprised that you have gotten that reaction. 

Mr. Bow. I will say to you that the trade organizations in my State 
have been in touch with me supporting it. 

Secretary Werks. Supporting it? 

Mr. Bow. Supporting it, yes. 

Secretary Weeks. I would like, with your permission, Mr. Chair- 
man, to submit the evidence we have and the support from the business 
fraternity, and let you see what we have in that direction. 

Mr. Bow. Fine. 


| 
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EVIDENCE SUPPORTING NEED FOR CENSUSES 


Early in the autumn of 1953 a committee of nine experts in business, industry, 
and related fields was appointed by the Secretary of Commerce to appraise the 
policies and procedures of the Bureau of the Census and to recommend a pro- 
gram for their improvement. This committee was under the chairmanship of 
Dr. Ralph J. Watkins, director of research of Dun & Bradstreet, Inc., of New 
York City. It included eight other men with wide experience in dealing with 
and interpreting statistics in the various fields covered by complete enumerations 
and sample surveys of the Bureau of the Census. 

In addition, special panels of experts were established for each of the major 
subject fields including manufacturing, mineral industries, agriculture, whole- 
sale and retail trade and the service trades, population, housing and construc- 
tion, and a number of others. The panel of experts set wp for each of these sub- 
ject areas carefully reviewed the present program of the Census Bureau and 
formulated recommendations for any changes in that program which they be- 
lieved desirable. 

Although a fuller statement of the organizations and individuals participating 
will be included in the printed report, more than 1,200 organizations and in- 
formed individuals responded to inquiires. Many of these were organizations or 
associations having hundreds, thousands, and even millions of members; and 
many were from business concerns, large, medium, and small. Almost all, if 
not all, gave evidence of being informed on the census programs of interest to 
them. The business concerns represented in responses have sales probably in 
excess of $50 billion annually; the national business organizations and asoscia- 
tions responding have memberhips running into many thousands; the trade asso- 
ciations responding have company memberships running into the thousands with 
annual sales estimated in excess of $150 billions (duplicating in part, ta be 
sure, the sales volume stated above); farm organizations responding have 
memberships of about 2 million; labor organizations responding have member- 
ships of about 15 million; professional associations responding have member- 
ships of some thousands; and the key and informed individuals responding to 
the requests from the 11 panels reporting to the committee numbered 229, aggre- 
gating perhaps more than 8,000 man-years of intimate familiarity and intensive 
use of census materials in their varied fields of interest. 

The American Marketing Association conducted a special survey of the mar- 
keting uses of census results, conducted over a very short period and at con- 
siderable monetary cost borne entirely by the association and its members, and 
requiring a sizable investment in time and effort on the part of a group of 
survey-experienced members in analyzing the 682 responses to its questionnaire. 
Similarly, the trade association department of the Chamber of Commerce of 
the United States and the National Industrial Council conducted a survey of 
trade association uses of census information, at their own expense, and sum- 
marized by them for the committee in a report analyzing the 241 trade associa- 
tion responses. 

The results of all the inquiries addressed to individual users and the delibera- 
tions of the specialized panels are being sifted and summarized by the com- 
miitee. The monumental task of digesting and summarizing the very large 
number of responses is nearing completion and the results will be published in 
a special report to be made available early in 1954. 

The responses to the committee from muny types of business, both large and 
small, as well as from the other types of users mentioned above indicate very 
strong support for the periodic censuses. Based on this evidence the committee 
has made informal recommendations that the censuses of manufactures, bus- 
iness, mineral industries and agriculture be taken at the earliest feasible date. 
If such a course of action were followed, supplemental budget requests would 
be submitted and full details of the needs for these censuses as revealed by the 
evidence compiled by the committee would be furnished at that time. The 
amounts of the preliminary estimates of the Bureau of the Census for such 
supplemental requests are indicated in the testimony of the Director of the 
Census, Dr. Robert W. Burgess, on January 15, 1954. 


Mr. Bow. I believe that is all I have, Mr. Chairman. 
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FEDERAL AID HIGHWAYS 


Mr. Crevencer. Mr. Bow, it is a fact that our State has just lately 
passed a $500 million bond issue to further the building of primary 
roads, and it is also a fact that they have a private service for business 
which is published every week, showing exactly the number of people 
employed. I hand you now the midquarter statement of those cov- 
ered under unemployment insurance, and the amount they earned, 
which was for that midyear the highest ever in history. In the light 
of those facts, would you not say that some States must be asleep in 
their assistance to business and highways? 

You know, we get back less than 27 cents in Federal-aid highways 
out of a dollar cost to us. I imagine that Massachusetts is not much 
better off than that. 

In addition to that, Ohio is building a turnpike, a great road clear 
across the State, to pick up with the Pennsylvania road, and also to 
be used in connection with the New York Freeway which is to con- 
nect up on the Lake Erie front. 


CURRENCY OF CENSUS INFORMATION 


This information in this publication I have shown you is timely. 
It comes out every week and covers different subjects. It is “hot,” 
so to speak. 

Printing what happened in 1950 and getting it ready for publica- 
tion in 1953 is not of very much help to business. It is a benchmark, 
and that is all. It is printing history of what has happened. By 
contrast, this publication is timely and full of useful, current infor- 
mation. 

Secretary Weeks. May I say, Mr. Chairman, that a good deal of 
information contained in services of this character comes right out 
of information they get from the Department of Commerce. 

Also, when you talk about a benchmark, if you have a census which 
shows the status of business and manufacture in the United States 
for 1950, we will say that is useful, but if the latest census you have 
is 1910 it is not very useful. It has been thought by the Congress 
that every 10 years we ought to move along on this census and keep it 
up to date. 

Mr. Crevencer. I have no fault to find with a decennial census, 
but I cannot agree with what has been an apparent attempt to put this 
on a production basis and follow a program of made work in between 
the preparation of the decennial census and these other figures. It 
has evn growing and growing until it is alarming. I like these fig- 
ures of yours on the chart, showing the decline in employment in your 
Department. I had something to do with them. I take pride in the 
fact that the chart shows it happened. I do not believe any opera- 
tions were crippled as a result. 

Does your budget provide for reinstating those censuses ¢ 

Secretary Werks. The present figures you have before you do not, 
but we have before the Bureau of the Budget the matter, and hope to 
have a recommendation in here before very long. 
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Mr. Crevencer. I have no fault to find with the decennial census, 
but I remember the atmosphere in which this 5-year idea was created. 
It was a made-work project, just like a hundred other things that hap- 
pened. You and I ought to something to correct it. 

Secretary Weeks. Mr. Chairman, I am not a bit interested in made 
work, 

Mr. Cievencer. I know you are not. 

Secretary Weeks. I am not going to participate in any scheme to 
provide made work. 

Mr. Cievencer. I know you are not. I am using a little salt on 
some of these junior executives. I think Mr. Bow has put his finger 
on it. 

I have talked with the top executives in our industry, and their 

vosition is different from that of the little fellow with a library down 
low. 

We find that same is true with the Agriculture Yearbooks. You 
know what those are, for you were in the Senate at one time. One little 
student goes in to take a course in agriculture, and he finds that maybe 
a friend of his has 8 or 10 of the last copies of the Agriculture Year- 
books. Some of them are exhausted and out of print. He himself sits 
down and writes Mr. Bow or any other Member of Congress and wants 
to complete his library. We do it for him, if we can, if the book is in 
existence, 

I am not too anxious to circulate some of those that were printed 
back in the heyday of Mr. Wallace and Mordecai Ezekiel. I think 
they are a little off the beam. But I will send the books out anyway 
if I can get them, for I think the recipients mature enough not to be 
hurt by them. 

This drive we get is not from the heads of the corporations them- 
selves, but rather from some minor employee who wants to make a 
library and look busy. They may be of some value, but how much 
of it can we pay for? 

I am proud of the job you have done over there in cutting down 
this employment. We have not hurt anyone. We have undoubtedly 
hammered the stuffing out of the roads during the period of the war 
by overloading them, but it was done in the interest of national de- 
fense, and I agree that the Government ought to do something to re- 
place them. On the other hand, you have a lot of fellows who want 
Federal roads all over the map to be paid for by States such as yours 
and mine, and New York roe Pennsylvania. We get the heavy end 
of the burden, and we pay for it. 

Mr. Rooney. Mr. Chairman, will you yield at that point? 

Mr. Crevencer. Yes. 

Mr. Rooney. I would suggest that your State might delay some 
appropriation expenditures in connection with that highway you 
mentioned, if its purpose is to meet the New York State throughway, 
because they have been taking a longer time to build that than it took 
to build the Chinese Wall. 

Mr. Cievencer. I would correct my statement, in case the gentle- 
man misunderstood me. 

The highway that the State is providing for connects directly with 
the Pennsylvania Turnpike. It is to meet your road up on Lake Erie, 
and that will turn a lot of the traffic into the State. We propose to 
be ready for it this time. 
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Pennsylvania routed traffic in on us for which we were not prepared. 
Our State highway department had gone to sleep, and there was no 
road for it to travel on. There were not enough roads to pick up that 
traffic, because it was located away from the existing network of high- 
ways. 

I happen to live 8 miles from the western portal of the turnpike, 
just before it goes into Indiana. Indiana is already selling bonds to 
build a connecting highway. 

I have no fault to find with helping our neighbor States build their 
roads, because, after all, we make things they use. You cannot help 
it when you live in a workshop such as our State. 

However, I am not enthusiastic over taking these censuses too often. 
I think that the decennial census is close enough, and then they should 
have this hot stuff that we have. That is what business goes for. They 
just incidentally refer to the others. 

The information they want is on payrolls and bank clearings; every 
layoff in these little towns reaches New York by Saturday night, when 
the oil companies, chain stores and the rest send in their reports on 
paras ab yr i That is what the managements like to know, and 
would put their money on, rather than some figures which are 3 
years old, 

I am willing to have what was mentioned last year, a spot check 
here and there, for business. I think it is more valuable than some- 
thing we take and then wait for 3 years to have the results of. 

Now, I have taken your time, Mr. Coudert. 

Mr. Coupert. You have not taken my time, Mr. Chairman. Nobody 
can take your place. You are very sound on all of these things. 

Off the record. 

(Discussion off the record.) 


REDUCTION IN SAFETY DIVISION OF CIVIL AERONAUTICS ADMINISTRATION 


Mr. Bow. Mr. Secretary, in your testimony you said that you were 
cutting out some of the fringe work within the CAA and stressing 
safety. I noticed in my study of the justifications that there is a re- 
duction of $668,721 in the Safety Division of CAA. I am wondering 
whether or not you have had an opportunity to check that, so that you 
fee] we are within a very safe margin in that reduction. 

There are a number of positions that have been abolished, and I 
would like to know whether or not the reduction is a safe reduction 
to make in CAA. 

Secretary Weeks. I am sure it is. I would like Mr. Murray to en- 
large on that. 

Mr. Murray. That has to do with the air safety setup. We are re- 
turning to the industry a great many functions which we think they 
are mature enough themselves to handle in the field of inspection, and 
otherwise, which the industry itself has been willing to take up and in 
which I think we all feel we will have a better setup if we can get our- 
selves out of some of these functions and have them handled by 
industry. 

We were treating the industry as somewhat of an infant industry, I 
am afraid. It has grown up and we do think there are responsibili- 
ties which they should take for themselves. When the CAA gets over 
here they will go over that pretty fully. 
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Mr. Bow. I wanted to hear from the Secretary and yourself that the 
reduction of $668,000 is not going to affect the safety of the aircraft 
or the airline traffic. 

Secretary Werks. I am sure that we are not going to approve of 
any step that hurts the safety features of the operation. 

Mr. Bow. I am sure this committee wouldn’t want to. 

Mr. Murray. That has been paramount in all the instructions to 
CAA: anything that is not required should go, but anything that is 
required for safety, when they get into the details of it, should be 
continued. 

Secretary Weeks. Don’t you have, Mr. Murray, a special committee 
that evaluates this? 

Mr. Murray. For example, you probably have heard a great deal 
about the low frequency radio ranges and standby generators, and 
that sort of thing. Of course, we will go into that more fully. We 
have a panel under the Air Coordinating Committee, which is made 
up of representatives from the Government agencies as well as from 
civilian agencies. 

In any termination of any of those facilities they are taken up 
one by one on a selective basis with these technical people who 
know the field, and before any activity has been terminated it has 
been passed upon and approved by the Air Coordinating Committee. 

Then their findings have, in turn, been translated into dollars to 
come here and be put in this budget. It has been completely selective. 

Mr. Bow. That is all I have, Mr. Chairman. 


COMPARISONS OF ESTIMATES, 1955 WITH APPROPRIATIONS 1954 


Mr. Roonry. Mr. Secretary, in view of your statement that the 
first of your two clear objectives in approaching your task was to 
reduce further the cost of government, and in view of the fact that 
the President in his state of the Union message last Thursday an- 
nounced that he would request an extension of the debt limit, I want 
to make sure I understand these figures correctly. 

Tf I correctly understand the comparative statement on pages 
V and VI of the justifications showing the appropriations for 1954, 
the estimates for 1955, and the increase or decrease proposed in the 
estimates as compared with the current anpropriations, T find that 
the total, regular annual appropriations, Department of Commerce, 
1954, is $940,241,925, and that the estimates for the coming fiscal 
vear, to wit, 1955, are in the amount of $930,797,000, a decrease of 
$9,444,925: is that correct? 

Secretary Weeks. No. You have to subtract the CAB. 

Mr. Roonry. I am operating at page VI of the committee print. 
Are you looking at the same page that I am? 

Secretary Werks. I think so. 

Mr. Rooney. Is not the increase or decrease in 1955 compared with 
1954 a decrease of $9,444,925? 

Secretary Werks. Yes; it is on these figures, but here.is the way 

Mr. Rooney. Of course, it is. Tam only asking about the figures. 
These are the figures for the total, regular appropriations, Department 
of Commerce; is that correct ? 

Secretary Werks. No; it is not correct. 

Mr. Rooney. Is not the amount being presented to this committee 
for the Department of Commerce in the coming fiscal year $930,797,000 
as shown on page VI? 
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Secretary Weeks. No; $854,020,000, 

Mr. Rooney. There must be added to that figure the funds for the 
Civil Aeronautics Board: is that right? 

Mr. Nietson. The CAB is included in the $930,797,000 figure. 

Mr. Roonry. Of course, it is, and I thoroughly understand it. If I 
understand figures, they are as T have included them in my question. 

Mr. Nretson. But the CAB’s figures are only with the Depart- 
ment of Commerce's estimates and they are not a part of the Depart- 
ment of Commerce. 

Mr. Roonry. Thev are. nevertheless, included at page VI of the 
committee print, and $930.797,000 is the amount upon which this com- 
mittee will onerate;: isn’t that correct, including the CAB? 

Secretary Werxs. Thev are in these figures, but the CAB has noth- 
ing to do with the Department of Commerce. For accounting pur- 
poses thev put it in here, but it has nothing to do with the Department 
of Commerce. 

Mr. Roonry. T understand that thoroughly. CAB has been in- 
cluded in the Department of Commerce budget ever since I have sat 
on this committee. Tam inquiring with regard to the total amount in 
the budget for the Department of Commerce, which includes CAB 
for the purpose of appropriations, whether or not the figures I read 
are correct. 

Secretary Werks. They are, except that we have added the supple- 
mentals to the column listing appropriations for 1954. 

Mr. Roonry. I will get to the supplementals in a minute. If I in- 
terpret the figures, then, for which the committee is asked to appropri- 
ate in the coming fiscal vear, the figures for 1955, including CAB, are 
approximately 1 percent less than the amount that you have for all 
these operations in the current fiscal year; is that correct? 

Secretary Weeks. The amount we have at the moment, until you 
appropriate, if you do, the supplementals. 

Mr. Roonry. Assuming the supplementals are appropriated. 

ET i Werks. Sixty-five million of the supplementals are for 
roads. 

Mr. Rooney. The supplementals amount to $85 million, do they not? 

Secretary Weeks. Yes. 

Mr. Rooney. In regard to the supplementals, this is an interesting 
thing: In the Bureau of Public Roads, you now find that you are $65 
million short in the amount of money you need in the present fiscal 
year; is that correct? 

Secretary Weeks. That is correct, I think. 

Mr. Rooney. You find that in regard to operating differentials in 
the Maritime Administration you are $20 million short in what you 
need for that. purpose in the current fiscal year? ; 

j Secretary Werks. That is correct; more than that, as a matter of 
act. 


CIVIL AERONAUTICS ADMINISTRATION 


Mr. Rooney. I note that you have cut the CAA by, as you say, 25 
percent; is that correct ? 

Secretary Werks. Yes. 

Mr. Rooney. In your statement. 

Secretary Werks. If it is in the statement, it is correct. 
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REDUCTION IN PERSONNEL 


Mr. Rooney. A reduction of $34,735,000, or approximately, as you 
say, 25 percent. How much of that money is for personal services / 

Secretary Weeks. Do you have that? You mean, how much of 
the cut or how much of the total appropriations / 

Mr. Rooney. Cut. 

Mr. Nretson. I will have to supply that for the record. 

Mr. Rooney. Can you approximate it? We cannot operate here on 
a deferred basis, as you do in Public Roads. 

Mr. Mvrray. I would like to say on both Public Roads and Mari- 
time that we requested for funds last year before this committee, and 
the Congress did not see fit to appropriate them. 

Mr. Roonry. But you cut them substantially before you came in 
here ¢ 

Mr. Mcurray. We came in for $65 million for Maritime subsidies. 

Mr. Roonry. How about that figure, Mr. Nielson ¢ 

Mr. Ntetson. Mr. Rooney, I will have to supply that. 

Mr. Roonry. Can you give me ana yproximation ? How many em- 
ployees do you contemplate laying off ¢ 

Mr. Nretson. In the CAA, the present employment is about 14,719, 
as of October 31. The estimate would support about 14,678. 

Mr. Rooney. How do you make up this amount of claimed re- 
duction, $34,735,000 ? 

Mr. Nretson. It is in the 1955 estimate. 

(The following information was submitted later :) 


Fiseal year | Fiscal year | Reduction, 
198 1 1955 under 
(estimate) (estimate) 1954 
Total CAA appropriations $138, 620, 000 | $103, 885, 000 $34, 735, 000° 
Total personal services... 87, 021, 012 80, 365, 394 6, 655, 618 


In 1954 there are 16,359, which would be a reduction in terms of 
positions of 1,681. 

Mr. Roonry. How many of these people are employed in connection 
with the running of the airways? Sixteen hundred / 

Secretary Werks. We contemplated, Mr. Rooney, having these fig- 
ures available when the CAA came up here for their presentation. 

Mr. Rooney. I am asking general questions. It is usual, however, 
to have some idea of what we are doing at this moment. 

Secretary Weeks. How much money did we have in winding up 
that airport ? 

Mr. Morray. $22,700,000. That is not in, and that $22,700,000 goes 
against the $34 million. 

Mr. Nrevson. Going to page 376a the CAA justifications, on salaries 
and expenses, you have a personal service item which shows in 1954 
that the average number of positions were 14,156. The estimate for 
1955 shows a reduction to 138,126. 

Mr. Rooney. These are people employed in connection with the run- 
ning of the airways? 

Mr. Nrierson. This is salaries and expenses. 

Mr. Rooney. What have you done about the outfit in CAA known 
as the Airport Development Section, the crowd that teaches municipal 


= 


27 


airport managers to sow corn in the area alongside the runways, and 
also instructs airport managers on how to cook hotdogs and coffee / 
What have you done with that outfit ? 

Mr. Murray. They have been very much curtailed. I cannot tell 
you how many people are working there now. 

Mr. Rooney. It would not be that you are still allowing them a 
quarter of a million dollars? 

Mr. Murray. No, sir. 

Mr. Rooney. If I recall, in going through the figures, there was 
one-quarter of a million dollars. 


FEDERAL AID AIRPORT PROGRAM 


Mr. Murray. That is an entirely different situation. We still have 
a program to be supervised. Under the Federal aid airport program 
we have a staff that should we come in for additional Federal aid to 
airports ied de gh it is the nucleus for that staff which will have to be 
again expanded, depending on the size of that Federal-aid program. 

Mr. Rooney. You are holding them on a standby basis? 

Mr. Murray. They have not been on a standby basis. 

Mr. Rooney. While you come in and ask for more money for Fed- 
eral aid to airports‘ Are you following this, Mr. Chairman / 

Mr. CLevencer. I am trying to. I was ‘way ahead of you on that 
$22 million. 

Mr. Murray. I can explain the whole situation. In the first place, 
the office was very definitely contracted when we asked for no Hands 
last year. However, we did have the responsibility, No. 1, of seeing 
that the $22 million, which was to liquidate the current claims, was 
well spent. Since we still have on the books the Federal aid airport 
legislation, and since that matter has been under study this year, it 
will be necessary, and has been necessary to keep together a small 
nucleus of people who will be able to supervise the expenditure of any 
funds which the Congress grants this year for Federal aid to airports. 

Mr. Rooney. Does the Departinent at the moment have any men- 
7 which regard to increased funds for Federal aid to airports? 

r. Murray. I can tell you exactly what that situation is. We had 
a committee of aviation people—a pretty well diversified committee— 
that went to work in April to advise the Department on what it 
seemed would be the responsibility of the Federal Government in 
the airport picture. 

They had expected to come up with their findings in a very short 
time. They found they ran into very serious disagreements. It was 
only 2 weeks ago that we received their report. 

Mr. Roonry. You mean, they were not unanimous in expending 
Federal funds in connection with airports? 

Mr. Murray. No. 

Mr. Roonry. That is the first good committee I have heard of 
around here. 

Mr. Murray. We got this report just about Christmas time. It 
will take us a few weeks to digest it and decide on that basis what 
we will come in for. But the amount that has been in during this 
fiscal year has been the airport staff, to supervise the expenditure of 
roughly, $35 million, which we have spent during this fiscal year on 
the contracts that were already in effect. 

In anticipation of some further action at some point in the airport 
picture, there has been only a very, very small number of people work- 
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ing. When the Congress decides where they want to go in connection 
with Federal aid to airports, that item will take care of the staffing. 

Mr. Rooney. I must commend you, Mr. Secretary, for your part 
in the increase in the budget request for the Kings Point Merchant 
Marine Academy, and including in this pionbesd Podiate funds that 
would increase the requested amount to $1,900,000 from $1,400,000. 
You are thoroughly in sympathy with that, are you? 

Secretary Werks. Yes. 

Mr. Couverr. This is off the record. 

(Discussion off the record.) 


WEATHER BUREAU FIELD STATIONS 


Mr. Rooney. I note in your statement with regard to the Weather 
Bureau, at page 9, that the field stations have been reduced from 399 
to 332, a decrease of 17 percent. Would you see that there is listed 
at this point in the record the locations of the stations which make 


up that reduction ? 
Mr. Nietson. We will be glad to do that. 
(The material referred to is as follows :) 


STATIONS CLOSED JULY 1, 1948-DEC. 31, 1953 


WBO: Weather Bureau office 
WBAS: Weather Bureau airport station 


Akron Municipal Airport, Ohio’ 
Anniston, Ala. 
Augusta, Ga. 
Baker, Oreg.’ 
Baltimore, Md. 
Bear Mountain, N. 
Beaumont, Calif.’ 
Big Spring, Tex.’ 
Binghamton, N. Y. 
Bowling Green, Ky.* 
Burney, Calif. 
Butte, Mont.* 
Canton, N. Y. 
Charlotte, N. C. 
Childress, Tex. 
Cleveland, Ohio (Fenn College)’ 
Colfax, Calif. 
Columbia, Mo. 
Crestview, Fla. 
Curwensville, Pa. 
Davenport, Iowa 
Duluth, Minn. 
East Liverpool, Ohio 
Ellensburg, Wash.’ 
Erie, Pa.* 
Fort Plain, N. Y. 
Galena, Alaska * 
Gambell, Alaska * 
Globe, Ariz. 
Joliet, 
Kelso, Wash." 
Key West, Fla. . 
La Crosse, Wash. 
La Crosse, Wis. 
Macon, Ga. 
Madison, Wis. 


1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 


1 Stations closed during calendar year 1953. 
® Consolidated with another office in vicinity. 
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STATIONS CLOSED JULY 1, 1948—DEC, 31, 1953—continued 


Marias Pass, Mont. 
Melbourne, Fla.’ 
Mercer, Pa. 
Meridian, Miss. 
Mobile, Ala. 


Mount Washington, N. H. 
Nashville, Tenn. 
Norfolk, Va, 

North Head, Wash.’ 
Ogden, Utah 

Oswego, N. 
Palestine, Tex.* 
Pampa, Tex. 

Payson, Ariz. 

Pocono, Pa. 

Port Angeles, Wash.* 
Port Arthur, Tex. 
Provtdence, R. I. 
Raton, N. Mex.’ 
Richmond, Va. 

St. Paul, Minn.’ 
SanPedro, Calif.’ 
Santa Catalina, Calif. 
Savannah, Ga. 
Siskiyou Summit, Oreg. 
Soda Springs, Calif. 
Stevenson, Wash. 
Tacoma, Wash.* 
Ticonderoga, N. Y. 
Toledo, Ohio 
Troutdale, Oreg.* 
Umiat, Alaska 
Urbana, Va. 

Wales, Alaska 
Warrenton, N. C. 


Stations closed during calendar year 1953. 
Consolidated with another office in vicinity. 


STATIONS ESTABLISHED JULY 1, 1948-—DEC. 31, 1953 


Astoria, Oreg. 
Midland, Tex. 
Burrwood, La. 
Charleston, W. Va. 
Scottsbluff, Nebr. 


SUM MARY 


Stations in operation July 1, 1948___ 899 
Stations established from July 1, 1948, through Dec. 31, 1953 5 

404 
Stations closed from July 1, 1948, through Dec. 31, 1953 72 


Stations in operation on Dee. 31, 1953 $32 


Mr. Murray. I might say that 8 of them were 1-man weather 
stations. 


SUPPLEMENTAL ESTIMATES FOR CENSUSES 


Mr. Rooney. I note at the bottom of page 11 of your statement, 
Mr. Secretary, that— 
It is my intention to submit in the near future, estimates of supplemental 


requirements for censuses of business, manufactures, and mineral industries 
which I feel are of paramount importance. 


|_| 
| 
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Have you yet ascertained or sent to the Bureau of the Budget the 
amount of such supplemental requests ? 

Secretary Weexs. How far are you along on that, Mr. Worthy ? 

Mr. Wortuy. That problem is being studied. We have not yet 
submitted a statement to the Bureau of the Budget. We expect to do 
so by the end of the month. ; 

Mr. Rooney. Do you expect to substantially restore the funds that 
were cut out, which I referred to on the House floor when last year’s 
bill was under debate ¢ 

Mr. Wortny. We expect to do it at a cheaper cost than was esti- 
mated a year ago because of reductions in operation. 

Secretary Wrexs. We have made savings by getting information 
from the Treasury Department on tax returns. We hope to save $2 
million on that. ‘Was not that the figure? 

Mr. Worrny. As I recall it. 


SECURITY RISKS 


Mr. Rooney. | should like to inquire how many security risks have 
been discharged from the Department of Commerce ? 

Secretary Weeks. It is about 450, is it not? 

Mr. Worrny. Mr. Secretary, I can answer that as 1 have the actual 
figures here, but I would like to go off the record. 

Mr. Rooney. I want it on the record. I want to know how many 
alleged security risks were discharged for subversive activities. 

Mr. Wortuy. May I just secure a little counsel at this point? 

Mr. Rooney. Certainly. 

Secretary Werks. May I have this off the record for just a moment. 
for the comment I am going to make? 

(Discussion off the record.) 

Mr. Worrny. Since the 20th of January we have separated from 
the Department a total of 132 people as security risks. This is secu- 
rity risks as defined by the new Executive order. They are not all 
subversives, in the literal sense of that word. 

Mr. Rooney. How many were subversive in the literal sense of the 
term ¢ 

Mr. Worrtny. I do not have that figure. 

Mr. Rooney. Would you say it was 1, 2, or 3? 

Mr. Worrny. I would not want to estimate that figure, sir. 

Mr. Rooney. More than three? 

Mr. Worrny. Because under the new Executive order the only 
criterion is security. We have been operating on that basis. 

Mr. Rooney. A great number of these might have been homosexuals ? 

Mr. Worrny. Some of them were. 

Mr. Roonry. Drunkards? But how many of them were security 
risks in the literal sense of the word, engaged in subversive activities ? 

Secretary Weeks. Mr. Chairman and Mr. Rooney, I think under 
the rules of the game that a homosexual, or whatever he may be, is 
considered just as much a security risk as anybody else. 

Mr. Rooney. Of course he is, and that is why we gave the former 
Secretary of Commerce authority to fire them summarily. 

Mr. Cievencer. But why did we take it away from him? 

Mr. Roonry. Do you want to know ? 

Mr. Cievencer. Yes. 
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Mr. Rooney. Because we figured what was expected to happen 
would happen. 

Mr. Cievencer. You never expressed that theory down in the 
committee. 

Mr. Rooney. No; we did not. 

Mr. Coupertr. You did not say so on that amendment. 

x oc Cievencer. John, I suffered with you when you were over that 
arrel. 

Mr. Rooney. I was not over any barrel. I believe in veterans’ 
rights and I believe in civil-service rights and the House on a rolleall 
vote agreed with me. \ 

Mr. CLevencer. The veterans were not even concerned in that, and 
you know it. 

Mr. Rooney. As far as any employee being a subversive risk in the 
sense that he would subvert the Government of the United States, 
I believe he should have no rights. You know my opinions with 
regard to this. 

Mr. CLevencer. I went with you and helped you when I was in the 
minority to accomplish that, and I never heard of a case of abuse. 

Mr. Rooney. There was no abuse whatever under Secretary Sawyer, 
and I think you agree with that. 

Mr. Cievencer. Who was it that asked for it in this committee for 
Secretary Sawyer? Idid. I said that he was from my State and that 
we rated him a good Democrat. 

Mr. Rooney. And I rate Secretary Weeks a good Republican and 
a fine gentleman. 

Mr. Cievencer. I said he should have the same right as the Secre- 
tary of State. The record will bear me out. 

Mr. Roonry. Good Republicans or good Democrats do not want 
anything to do with subversive risks. But I think we ought to have 
the figures in regard to the subversives you found. How many did 

ou find ? 

. Mr. Coupert. May I say one word in view of a point that my good 
friend from New York made. I think it only fair to add that on 
this side of the table, on this corner of the table, we, too, believe in 
veterans’ rights and civil-service rights. We also believe in the rights 
of the American people to be protected. That is why we sustained 
the position in this committee and on the floor as to this matter of the 
right to fire subversives. 

Mr. Cievencer. The record will bear me out. 

Mr. Rooney. I take it that you voted for my amendment, then? 

Mr. Couperrt. I take it I did not vote for your amendment. 

Mr. Rooney. This is neither here nor there. You do not have the 
figures 

Mr. Worrny. I do not have those figures. 

Mr. Rooney. Can you tell me how many of these were homosexuals? 

Mr. Worrny. I can tell you that. Thirty-six. 

Mr. Roonry. How many were drunks? 

Mr. Worrny. I do not have that further breakdown. 

Mr. Couprerr. Off the record. 

(Discussion off the record.) 

Mr. Murray. Can I give you one figure, Mr. Rooney, which you 
discussed ? 
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Mr. Rooney. A figure that we discussed awhile ago? 

Mr. Murray. On the Federal-aid-highway figure. 

Mr. Rooney. Yes. 

Mr. Murray. The figure we came in here with last year was $540 
million. This committee recommended $510 million and $510 million 
was passed by the House. It went to the Senate. The Senate came 
back with $475 million and $475 million was the amount that we ended 
up with. Sixty-five million dollars was the amount—— 

Mr. Rooney. That is not unusual. 


INCREASES PROPOSED IN 1955 


As to page 3 of your statement, Mr. Secretary, and I want to make 
sure I understand this correctly, you propose appropriation increases 
in the coming fiscal year in the Bureau of the Census, the National 
Bureau of Standards, Business and Defense Services Administration, 
the Bureau of Foreign Commerce and the Office of Business Eco- 
nomics; is that correct ¢ 

Secretary Weeks. Yes, sir. 


WASHINGTON NATIONAL AIRPORT 


Mr. Roonry. What is the advantage of incorporating the Washing- 
ton National Airport, which has been running quite nicely and with- 
out any great expense, if any, to the taxpayers over the years, and is 
now a going operation’ What is the advantage to the taxpayer in 
that? 

Secretary Wrexs. Well, Mr. Rooney, it is my belief that if you 
have a particular operation like the airport, or like the inland water- 
ways, and operations of that type, and they are anywhere near, or 
can be on a pay-out basis, that it furnishes greater incentive for those 
that are operating them to operate them as though they were operat- 
ing a business. 

The man that is running the Washington National Airport over 
here, if he has the profit and loss statement and sees he is in the black, 
or, say, slightly in the red, he has a great incentive before him all the 
time to get that thing in the black and run it. It is a business. It is 
not like a Government department normally is. It is a business in 
and of itself. 

I think it is a great incentive to those who have been running it. 
I have tried where possible to get operations of that type on what 
we call a business-type operation basis. 

Mr. Rooney, I think Mr. Clevenger will agree with me that over 
the years we have never had any difficulty in the running of the 
Washington National Airport. It may now be incorporated and we 
might find people with some great and expensive ideas. 


OFFICE OF THE SECRETARY 


I note with regard to the Office of the stent t har 2 of the com- 
1 


mittee print, that there is requested $2,200,000, which includes activ- 
ities previously carried under S. & E., defense production activities, 
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would make the amount for the Secretary higher than it has ever 
been in history, to wit, $2,200,000 as compared with $576,000, plus 
$290,000, plus $98,000 in 1946, compared with $1,110,000 in the fiseal 
year 1947; is that correct? 

Mr. Nietson. That is correct. 

Mr. Rooney. That is all. 

Mr. Cievencer. I would check that answer before I made it. 

Mr. Nrexson. Mr. Rooney, in connection with your request with 
respect to the Office of the Secretary, where the increase is, it shows 
a request of $2,200,000. There is a comparative transfer from what 
was the appropriation in NPA to the Office of the Secretary to provide 
these services, administrative services for the Business and Defense 
Services Administration and the Bureau of Foreign Commerce. 

It was felt in reorganizing the NPA and creating the BDSA that we 
would not set up an administrative organization within that agency 
or within foreign commerce, because it would be more expensive, and 
that by taking and putting it in the Office of the Secretary, where we 
have the facilities for administrative services, it would be more eco- 
nomical than to provide those individual oflices with administrative 
services. 

Mr. Rooney. It is always more economical but we are not getting 
any further down in the amount of the debt. 

Mr. Nietson. If the amount had not appeared in the Office of the 
Secretary, in terms of the administrative services, it would have to be 
shown elsewhere within the Department. We felt that it was better 
to do it within an organization where we have the experience, the 
know-how, to carry on that type of operation. 

Mr. Worruy. By centralizing these administrative services we are 
able to operate at a substantially lower operating and administrative 
cost than would be the case if we had to duplicate administrative 
offices in these various areas. 

Secretary Werks. The approach is between the Office of the Secre- 
tary—as you understand, of course, it is not my personal oflice—— 

Mr. Rooney. I assure you that I understand it. 

Secretary Weeks. Very frankly, we want more money because we 
are spending less money almost than we were 25 years ago on the busi- 
ness activities of the Department. I am very anxious to build up that 
phase of the operation. 


ELIMINATION OF FIELD OFFICES 


Mr. Preston. During the coming fiscal year do you contemplate 
elimination of any additional field offices / 

Secretary Weeks. There may be 1 or 2 or 3. I am not certain of 
that. We have not really come to any conclusion or discussed the 
matter lately. We are pretty well settled. I think we may be able 
tocut out lor2more. Ido not know. 

Mr. Preston. Well, I am not suggesting that you do. I am just 
wondering if there were plans along that line. 

Secretary Weeks. We are completely openminded on it. If it seems 
the indicated course to take from the stand of doing an efficient job, 
we will try to do it; if not, we will not. But there is no fixed decisions 
by any means. 
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MERGER OF CAA OFFICES 


Mr. Preston. With reference to the CAA, do you contemplate any 
further mergers of offices during the coming fiscal year ? 

Secretary Werks. I would not think so. 

Mr. Murray. It depends on what we are talking about. From the 
P soee standpoint, there are no additional mergers of regional 
offices. 

Mr. Preston. How many did you put into effect this year? 

Mr. Murray. We cut from 7 ows to 4 on the United States conti- 
nental regions. 

Mr. Preston. They are in effect? 

Mr. Murray. Yes, and working out well. We are combining now 
the Miami and Jacksonville air traflic control center. That is not a 
major activity. We think the situation will work out much better. 
We have had too many of those activities to be able to administer the 
ptt 3 air traffic. Some of that type merger is contemplated, but 
it will be discussed. That is all in the budget, which we will discuss 
with you when the CAA comes up. 


COAST AND GEODETIC SURVEY 


Mr. Preston. I have one question, Mr. Secretary, on page 12 of your 
prepared statement under the heading of “Coast and Geodetic Sur- 
vey.” You comment about a reduction of $1,800,000 in appropriations 
for fiscal 1955, and in the last sentence of the paragraph you say, “As 
we progress into fiscal 1955, it may become necessary to reevaluate 
and readjust activities to insure that first priority demands are com- 
pleted.” What does that language mean, actually ? 

Mr. Wiiu1aMs. I think the answer to that, Mr. Preston, would 
simply be as the Secretary pointed out in his earlier remarks, that 
there are these points of duplication. There is a constant study going 
on with respect to the Coast and Geodetic Survey program, and the 
effort is going to be made to get by on that. It is admittedly a matter 
of exploring our way as we go along. There is reasonable assump- 
tion that we will end up on this kind of program. But there is also 
the uncertainty that still prevails as to how much duplication and 
other economies can be effected. 

Mr. Preston. Does it also mean that you may have to come back 
and ask for a supplemental ? 

Mr. Wittrams. It could mean that, but I don’t think it is likely. 

Secretary Weeks. I would not say we would be up after a supple- 
mental on this. The Coast and Geodetic Survey is a type of operation 
on which you can go any distance. This probably means tying up 
a ship, does it not? 

Mr. Witi1ams. There will be one main ship tied up. 

Mr. Preston. It will mean less surveying and less charting? 

Secretary Weeks. Yes. 

Mr. Wuu1iaMs. These words, “first priority demands,” show that 
we do not know what the world conditions will be. There might be 
some unanticipated defense demands which require more mapping of 
an emergency nature. Assuming there is none of that, then I think 
the program will be carried out. 

r. Preston. It is a substantial cut for an important agency, and 
I am somewhat disturbed about the effect of this cut. 
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Secretary Weeks. The Bureau reduced the recommendation of 
the Department—— 

Mr. Tron. The Bureau of the Budget? 

Secretary Weeks. Yes, on the theory that you fit the whole thin 
into the mosaic of the overall budget. This is, as I say, a type o 
operation where it is desirable to do a lot of work but maybe you can 
get along with doing a little less. 

Mr. Preston. I have no further questions. 


SECURITY RISKS 


Mr. Rooney. Mr. Worthy, when you mentioned the hgure of 132, 
which you did a while ago, the subversives, homosexuals, drunkards 
and incompetents, how many employees do you now have in the De- 
partment of Commerce / 

Mr. Worruy. As of the 31st of October the permanent full-time 
employment was 31,519. 

Mr. Roonry. I take it that my request is still before you and that 
there shall be inserted in the record —— 

Mr. Worrny. Excuse me. I did not hear the question. 

Mr. Roonry. I take it my request for the figures to which I directed 
your on is still before you and that they will be inserted in this 
record ? 

Mr. Wortny. That is correct. 

Mr. Roonry. How many are security risks in the literal sense and 
how many drunkards, and so forth. 

Mr. Worrny. We will supply that. I might say this 31,519 em- 
ployment figure is sagen full-time paid employment. 

Mr. Rooney. Did any of the 132 come from the part-time workers? 

Mr. Worrny. I would have to check that. I cannot answer that. 

Mr. Roonry. Will you so state when you furnish the information 
for the record? 

Mr. Wortuy. Yes. 

(The information referred to follows:) 


2. Cases involving alleged subversion or disloyalty_...-....._-_______ 23 

3. Cases involving charges other than morals and alleged subversion or 
disloyal charges_ va — 73 


1 None of the foregoing involved part-time employees. 

Mr. Roonry. And how many part-time employees you have. Will 
you furnish that for the record? 

Mr. Worrny. Yes. 

(The information referred to follows :) 


As of October 31, 1953, there were 5,368 part-time and intermittent employees. 
WASHINGTON NATIONAL AIRPORT 


Mr. Bow. Secretary Weeks, on the question of the incorporation of 
the Washington National Airport a statement has been made of the 
possibility of someone going wild. Do you feel there is a chance that 
there will be a more efficient operation when incorporated than when 
poe a come into the Treasury of the United States for appropriated 
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Secretary Weeks. I am a great believer that you get a more efficient 
operation if the man has pride in doing a good job by seeing his profit 
and loss figures. The operation will still f, strictly under the control 
of the Department of Commerce, and I would say, in some manner, at 
least, in control of Congress. So I do not think you are losing any con- 
trol. I think it is very desirable in every operation where it can 
logically be done to give the manager of a particular operation that 
little incentive. 

Mr. Rooney. Of course, the Congress would lose some control. 

Secretary Werks. Well, assuming they lose some temporary con- 
trol, they do not lose any control that they cannot get back any moment 
they want to. 

Mr. Couprrt. May I go off the record? 

(Discussion off the record.) 

Mr. Coon, I just want to compliment the Secretary on his good 
report this morning and the fact that he is reducing expenditures, 
reducing costs and personnel in the Department. I think you have 
made a fine start. 

Secretary Weeks. Thank you, sir. 

Mr. Coon. We hope you will see ways to make further reductions 
as time goes along. 

Secretary Weeks. We hope, too. 

Mr. Crevencer. Mr. Preston. 

Mr. Preston. I am finished. 

Mr. Cievencer. Thank you, gentlemen. 


Turspay, January 12, 1954. 
OFFICE OF THE SECRETARY 
WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY 

ROBERT B. MURRAY, JR., UNDER SECRETARY FOR TRANSPORTA- 
TION 

JAMES C. WORTHY, ASSISTANT SECRETARY FOR ADMINISTRATION 

HAROLD B. CORWIN, DEPUTY GENERAL COUNSEL 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 
Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


$1, 877, 000 $1, 750, 000 $2, 200, 000 
Reimbursements from other accounts... ._---...-...-...----- 119, 144 96, 900 111, 000 
Total available for obligation. .............-.....-.-.--. 1, 996, 144 1, 846, 900 2, 311, 000 
Comparative transfer from ‘Salaries and expenses, defense 
production activities, Commerce’. 352, 742 S71, GED 
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Obligations by activities 


Description 1953 actual | 1944 estimate | 1955 estimate 

1. Executive direction of the Department $321, 49 | $375, 000 $414, 100 
2. Denartmental staff services. ___ 1, 260, 634 1, 0M1, 140 1, 162, 350 
3. Administrative services 5 749, 961 681, 760 | 734, 550 
Total obligations... 2, 332, 144 2, 117, 900 2, 311, 000 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions ae oie 458 358 
Full-time equivalent of all other positions.______ | 2 3 
Average number of all employees_ 5 aed 397 352 
Average salaries and grades: | 
General schedule grades: | | | 
Average salary | $5, 336 | $5, 783 $6, 026 
Average grade GS-7.5 GS-81 GS-8.4 
Crafts, protective, and custodial grades: 
Average salary _. $3, 003 $3, 100 $3, 150 
Average grade___ CPC-3.4 CPC-3.5 CPC-3.6 
01 Personal services: 
Permanent positions $2, 115, 375 $1, 927, 100 $2, 112, 715 
Other positions 14, 371 25, 000 30, 000 
Regular pay in excess of 52-week base - 7, 295 7, 055 8, 035 
Payment above basic rates 4, 000 3, 500 4, 000 
Total personal services 1, 962, 655 2, 154, 750 
02 Travel 22, 000 | 22, 700 
03 Transportation of things 100 100 
04 Communication services 41, 000 41, 000 
06 Printing and reproduction _- 48, 700 48, 850 
07 Other contractual services 19, 000 19, 500 
08 Supplies and materials 20, 570 20, 175 
09 Equipment 2, 300 2, 350 
13 Refunds, awards, and indemnities 
15 Taxes and assessments 1, 575 1, 575 
Total obligations......___ F : 2, 332, 144 2, 117, 900 | 2, 311, 000 


1953 actual 1954 estimate | 1955 estimate 


Out of prior authorizations. 120, 909 122, 000 145, 000 


Unliquidated obligations, start of year. | $115,876 | $127,675 | $155, 675 
Adjustment in obligations of prior years... 11,949 |__. 
Obligations incurred during the year__...___._--..---- 8. “a 1, 979, 402 1, 846, 900 2,311, 000 
2, 107, 227 | 1, 974, 575 2, 466, 675 
Deduct: | | 

119, 144 | 96, 900 | 111, 000 
Obligated balance carried to certified claims account 2, 099 ix 
Unliquidated obligations, end of year___..._...._._..____- 127, 675 | 155, 675 | 230, 675 
1, 858, 309 1, 722, 000 | 2, 125, 000 

Expenditures are distributed as follows: 
Out of current authorizations 1, 737, 400 | 1, 600, 000 | 1, 980, 000 


Mr. CLeveNGER. The committee will come to order. 

We will take up the Office of the Secretary, appearing at page 1 
of the committee print and page 8 of the justifications. 

Pages 13 and 14 of the justifications will be inserted in the record. 


Analysis of expenditures 
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(The information is as follows :) 
Summary of requirements 


$1, 750, 000 
av transfer from “Salaries and expenses, defense production activities, 
ommerce’”’ 


271, 000 
Net difference, 1955 over 1954: 
Requirements 
crease 
By activity or de 
adjusted | estimate | ‘Tease (—) 
Executive direction of the Department_._. ..._.____- $375, 000 $414, 100 +-$39, 100 
Departmental staff services _..................--.... 1, 038, 610 1, 119, 845 +81, 235 
Administrative 607, 390 OF +58, 
2,021,000 | 2, 200, 000 +179,000 +179, 000 
Total estimate of appropriation, 1955 
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Mr. Crevencer. The request is for $2.2 million, an increase of 
$450,000 over the amount appropriated for the current year. 

Is this figure for a comparative transfer from “Salaries and ex- 
penses, defense production activities” incorporated in the table on 
page 13¢ 

Mr. Nretson. Yes, Mr. Chairman. 

Mr. Crevencer. When does this authorization for the DPA expire? 

Mr. Nrerson. The act will expire on June 30, 1955. 

Mr. Crievencer. Who is going to present the budget ¢ 


GENERAL STATEMENT 


Mr. Nievson. Mr. Chairman, the Assistant Secretary for Adminis- 
tration is here and would like to make a statement with respect to the 
Office of the Secretary. 

Mr. Cievencer. Do you want to include this statement in the record 
and discuss it, Mr. Worthy ¢ 

Mr. Worrny. Yes, Mr. Chairman. May I present that for the 
record, 

Mr. Crevencer. All right. 

(The statement is as follows:) 


Mr. Chairman and members of the committee, as this is my first appearance 
before your committee, I would like to tell you something about the manner in 
which we are trying to improve the management and operations of the Depart- 
ment of Commerce. 

I might say by way of introduction that I have come here from a background of 
private business and that my orders from Secretary Weeks are to go as far as 
possible toward introducing and strengthening good business methods in the 
management of our affairs. I think we have made considerable progress—as I 
hope will be evident as these hearings proceed. No one realizes as well as we, 
however, how far we still have to go. I can only assure you that our efforts will 
continue, 

The Office of the Assistant Secretary of Commerce for Administration is the 
center of the administrative system of the Department. This Office prescribes 
the policies, regulations, and programs with respect to all administrative and 
management activities. It provides departmental leadership in the fields of fiscal 
management, budget planning and administration, management research and 
planning, organization planning, personnel administration, property and supply 
operations, records administration, publications programs, and security programs, 

The Assistant Secretary for Administration is responsible to the Secretary 
for providing such administrative guidance and counsel as may be necessary 
to achieve the program objectives of the Department in the most efficient man- 
ner. When those objectives require manpower, material, or money, this office 
devises policies and plans and provides leadership to assure that the programs 
are carried out effectively and economically. 

When I took over my job on the first of last May, Secretary Weeks’ instruc- 
tions to me were brief: In cooperation with the other officers to review every 
function being performed in the Department of Commerce, to eliminate every- 
thing not absolutely essential, and to make sure that the functions which are 
essential are performed efficiently and well. I think that’s a pretty good = 
of orders. 

Note that there were two parts to this directive: Review of functions and 
review of operations by which the functions are performed. 

One method we have used in reviewing functions has been to call upon com- 
petent authorities outside of Government to assist us in evaluating the policies 
and programs of the constituent units of the Department. You will hear more 
ebout the work of some of these committees as you consider the budget requests 
of a number of our bureaus. 

We are trying to enlist the best brains of business and industry as well as 
the pertinent sciences and professions to work with us in assuring that the pro- 
grams of the Department are well conceived and that our necessarily limited 
resources are devoted to the most essential and productive use. 
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Paralleling this evaluation of programs is an equally determined effort to 
appraise operations to assure that those programs which are essential are exe- 
cuted with the greatest possible efficiency and economy. The various bureau 
chiefs and their staffs are working intensively to tighten up their respective 
operations and to eliminate waste and unnecessary costs. Representatives of 
my own office are working constantly with the bureaus to provide professional 
assistance in the solution of management problems and, where necessary, to ap- 
ply encouragement and pressure for more rapid progress. 

We are also making fairly liberal use of outside management engineering 
firms. The situation in which we find ourselves makes this approach especially 
appropriate, for it enables us to bring a fresh point of view to bear on estab- 
lished ways of doing things and to cover a great deal of ground in a minimum 
length of time. 

Beyond ail this, we are seeking by all means possible to enlist the interest 
and the efforts of the people themselves. The experience of industry had demon- 
strated that without the cooperation of employees no amount of'exertion at the 
top can produce desired results. What is true in industry is even more true in 
government. 

It comes down simply to this: Aside from evaluating major programs and 
functions, where the chief considerations are matters of policy and perhaps of 
philosophy, the people who are in the best position to know where economies 
and shortcuts are possible are those close to the work—such as division and 
section chiefs and those actually doing the work, the employees themselves. 

We are trying to enlist the aid of every employee of the Department of Com- 
merce in finding better and more economical ways of performing the work of the 
Department. We are revitalizing our suggestion system and our program of 
incentive awards. There are limits to what we can provide in the way of 
monetary incentives, but we are making maximum use of what industry calls 
nonfinancial incentives. 

Above all, we are trying to develop an economy mood throughout the Depart- 
ment. We are trying to get across the idea that the people themselves have 
as great a stake in efficient operations as the higher levels of management— 
actually, in personal terms, an even greater stake. 

The logic of the situation is fairly compelling. Unless employees at all levels 
cooperate in streamlining effort and eliminating waste, the urgent necessity 
for reducing expenditures will require a more drastic reduction in personnel 
and programs than might otherwise be necessary or desirable. 

It comes down simply to this: Eliminating or curtailing programs cannot 
accomplish all that is necessary in the way of economy. Even after all non- 
essentials have been cut away, if we are to do the things that have to be done 
but within a cost figure that will make a balanced budget possible, we will 
have to have the interest and help of the only people who really know how the 
corners can be cut and the waste effort avoided—the employees themselves. 

To this end, we are constantly talking economy. And we're talking economy 
not in big, broad terms but in little and—individually—almost insignificant 
terms. We're trying to get across the meaning of a statement attributed to 
Budget Director Dodge: “There’s no such thing as a small saving.” 

We've found that if we talk to people about millions or even thousands of 
dollars we waken no response; few people can see any possibility on their jobs 
or in their offices of any savings of such magnitude. But if we talk about small 
savings a great many people can see similar opportunities in their own work, 
and if we recognize and commend small savings, they are likely to be on the 
lookout for them and to come forward with them. The cumulative effect can 
be very great indeed. 

It takes time, of course, to create an economy mood on any broad basis. But 
as people are learning—from their own and their fellows’ experience—that the 
new administration is interested and that efforts to reduce expenses will be 
recognized, interest is gradually developing and we hope in due course will be 
running at full tide. 

This suggests the basic importance of employee morale, not only to economical 
operations but to management in its broadest sense. Morale is important in 
industry ; that’s one thing industry has learned, often the hard way. I venture 
the thought, however, that morale is even more important in Government than 
in industry. 

In industry, management has a system of rewards and punishments by which 
it can encourage and channelize the efforts of its employees. By comparison, 
the Government administrator is severely restricted in the extent to which he 


42 


can reward people for meritorious work or discipline them for mediocrity. Under 
these circumstances, the only resource the Government administrator has is the 
freely given loyalty and support of his employees. He can’t buy that loyalty and 
support, and he can’t compel it; all he can do is earn it. 

It’s not too much to say, I think, that Government runs on morale. Without 
fairly high levels of morale, there can be little achievement, let alone efficient 
operation. 

Recognizing this fact, we are giving increasing attention to problems of morale 
within the Commerce Department. We are trying to straighten out problem 
situations and to emphasize constantly to supervisors and executives at all levels 
the importance of morale and the kinds of things they need to do to improve it. 

Another step we are taking—a step already well under way—is the installation 
of an improved executive placement program. As in other things we are doing, 
we are patterning our efforts on this score after those of private industry. Our 
aim is to make sure that every key position in the Department is filled by the 
best qualified person available. 

Among other things, we are carefully evaluating all people now in key posi- 
tions in the Department, as well as all those who appear to have potential 
for higher responsibility. Where we find weaknesses, we are taking necessary 
action. Where we find abilities that are not being fully used, we try to work 
out a better placement. Where we find people with potential for further devel- 
opment, we set up training plans to help them realize that potential. Above 
all, we are trying to establish an organized and orderly process for filling key 
positions to replace the haphazard and inefficient process which has hitherto 
prevailed. In doing all this, we should not only improve the management of the 
Department but make a real contribution to improved employee morale. 

The need for an adequate executive personnel program is at least as great, 
and probably greater, in the Federal Government as in private industry. A 
mistake made by a high-level executive in private industry may have serious 
consequences for his particular firm, but the consequences are likely to be 
limited to that firm. A mistake made by a higher-level executive in the career 
service is likely to have very widespread ramifications and may possibly affect 
the lives and fortunes of millions of people. The American people have a tre- 
mendous stake in seeing that the Federal Government has an adequate means 
for finding, training, and advancing people with the high orders of ability that 
the Nation requires. 

We are also working to improve the organization of the Department and its 
constituents units. Here again we are drawing on the experience of private 
industry which has demonstrated that the way an organization is set up not 
only determines its efficiency but has a profound influence on the morale of 
the people in it. 

We are trying to simplify organization structures, to eliminate unnecessary 
levels of supervision, and to rearrange the grouping of activities into more effec- 
tive patterns. Above all, we are trying to achieve a larger measure of decentrali- 
zation, to push authority and responsibility as far down into the organization as 
possible. We think that by these means we can eliminate vast quantities of 
red tape and greatly improve efficiency of operations. 

So much for the overall philosophy and broad programs of the administrative 
areas of the Department. I should like to turn now to our budget estimates 
for the Office of the Secretary for fiscal year 1955. 

The estimate for the Office of the Secretary provides for an increase of $179,000 
over the adjusted appropriation for fiscal year 1954 of $2,021,000. The estimates 
include an increase of approximately $39,000 for executive direction of the 
Department, $81,000 for departmental staff services, and $59,000 for adminis- 
trative services. 

The Secretary has established a strong top management staff and has placed 
responsibility for administering the functions and activities of the Department 
with his immediate Under and Assistant Secretaries. The increase for executive 
direction will provide one additional position in the Office of the Assistant Secre- 
tary for Domestic Affairs as well as full-year financing of positions filled for 
only a part of fiscal year 1954 in several of the other secretarial offices. 

The personnel in the offices comprising the staff services activity provide 
the assistance required by the Secretary, the Under Secretaries, and the Assist- 
ant Secretaries in directing the operations of the Department. They furnish the 
day-to-day supervision and coordination of the widely diverse activities of the 
Department and the research and study needed to enable the top officials to rep- 
resent the Department, to develop new programs and policies, and to analyze 
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the effectiveness of existing programs. The requested increase for this area 
provides for additional personnel in the Office of the General Counsel, the 
Office of Security Control, the Office of Budget and Management, and the Office 
of Publications Management, The additional positions are necessary to allow for 
increase in duties and added workload in connection with the Business and 
Defense Services Administration in the Offices of the General Counsel and Pub- 
lications Management; the increased workload occasioned by Executive Order 
10450 in the Office of Security Control; and the necessity of providing full- 
time analyst coverage in the Office of Budget and Management. 

The Administrative Services activity combines the functions of the Office of 
Facilities, Operations, and Management and the Personnel Operations Division. 
Both units provide centralized operational services in their respective areas of 
operation to the Office of the Secretary, the Business and Defense Services 
Adininistration, the Bureau of Foreign Commerce, and the Office of Business 
Economics. The Office of Facilities, Operations, and Management also provides 
certain services and facilities to other bureaus in the Department and is re- 
sponsible for the supervision and direction of administrative services and fa- 
cilities throughout the Department. The increase of 12 positions for this ac- 
tivity is required for the most part to service the additional requirements of 
the Business and Defense Services Administration and the Bureau of Foreign 
Commerce. One of the additional positions requested is that of a safety en- 
gineer to spearhead a departmentwide safety program. Records indicate ap- 
proximately 89,000 man-days lost in 1952 due to accidents; even a modest acci- 
dent rate reduction resulting from a positive safety program will more than 
offset the cost of this position. 

Mr. Chairman, I thank you for this opportunity to appear before you and 
will be glad to answer any questions you or the other members of the committee 
may have concerning this appropriation. 

Mr. Worrny. I would like to make a few preliminary remarks re- 
garding some of the things we are planning to do in the Department 


of Commerce from the management and administrative standpoint. 


RESPONSIBILITIES OF ASSISTANT SECRETARY FOR ADMINISTRATION 


As Assistant Secretary for Administration, my chief responsibility 
is in the management and administrative end. ‘That invcladee matters 
of personnel, budget, organization, fiscal operations, and so on. So 
many of the things that this committee is particularly concerned 
about are matters which are also Boh of my own immediate and 
direct responsibilities there in the Department of Commerce. 

I might say when I first took over my job Secretary Weeks said he 
had just one instruction to give me. ‘That was he wanted me to sit 
down and work with the other offices of the Department and make a 
very detailed examination of every function we performed in every 
bureau in the Department. On the basis of that review and appraisal 
we would come to some conclusion as to its essentiality, the essentiality 
of each particular function, and if it were not essential in the light 
of the current national needs we would see what could be done to 
eliminate it or cut it back. Then for everything determined to be 
essential we were to do everything we possibly could to make sure 
that that function was performed with the greatest efficiency and 
economy. I think that is a pretty good set of instructions. 

Secretary Weeks in his statement this morning indicated something 
of what has been achieved as a result of carrying out those instruc- 
tions. 

I might say that each of the bureaus of the Department is working 
very vigorously in an effort to review its own operations and to achieye 
maximum economies. I must say we are getting excellent cooperation 
from our bureau chiefs and the top management of those bureaus. 
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In my office, particularly in the Office of Budget and Management, 
under Mr. Nielson, whom all of you know, we are trying to provide 
leadership and professional advice and assistance to the bureaus of 
the Department in their efforts to improve operations. 


MANAGEMENT ENGINEERING 


Then, finally, we are making fairly extensive use of the technique 
of management engineering. Coming from a business background 
myself, I have had a good deal of experience in the use of professional 
management engineers in the solution of various kinds of problems. 
That approach “~ been particularly useful to us as a new adminis- 
tration coming into a department with which we were not intimately 
familiar, and one of our great tasks is to try to get to know our de- 
partment, to understand its problems, and to see where economies 
might be possible. 

I might say that if this were a retail store or a mail-order plant, 
as a man from Sears, Roebuck I could probably go into the Depart- 
ment of Commerce and size it up pretty fast. Being new to the De- 

yartment it has been of very great use to this new administration to 
favs the advice and assistance of professional management engineers 
who have helped us size our problems up and who have been of very 

reat assistance to us in finding means of achieving greater economies 
in operating. 


COOPERATION OF EMPLOYEES IN MAKING SAVINGS 


We have also made a very concerted effort to secure the cooperation 
of the employees of the Department. I might say, again drawing on 
business experience, that if you do not have the cooperation of em- 
ployees in your efforts to make economies you are just not going to 
get very far. The people who really know what the sossibilities are 

or cutting corners, for eliminating unnecessary expense and so on are 
the people doing the job themselves, or the people who are close to the 
job itself. Those are the employees and supervisors and executives. 

We have taken steps to revitalize our suggestion system in an effort 
to get more mragoranne coming up the line. I think we are showing 
some progress there. 

Above all we are trying to create an economy mood among the em- 
ployees in the Department. We are trying to get across to the people 
the thought that our only recourse in trimming back budgets to the 
point where they have to be trimmed back in view of the present 
national budgetary problem is chiefly going to have to be in the elim- 
ination of programs. But there will not be enough economies realized 
simply by the elimination of programs to get down to where we need 
to get, because if that is our only recourse it may be necessary to trim 
back on programs which serve an important national need. 

But if we are going to retain the functions that are essential and at 
the same time get back to a level of budgetary operations that is realis- 
tic in terms of the present national problem then we are going to have 
to get far greater economies in the actual ways that jobs are being 
done. We are trying to get that point across to the employees, and to 
let the employees see that they themselves have a very real and a very 
substantial stake in this sort of thing. 
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As a result, we are constantly talking economy to the employees. 
We are trying to set an example. We are trying to get across the 
aphorism that has been attributed to Budget Director Dodge, which 
I think hits the nail right on the head, that there is no such a thing as 
a small saving, and that the accumulated effect of the savings we can 
get as a result of the thinking and ideas of employees can in total 
amount to a very substantial sum. 

I might say that in our talking economy to the employees of the 
Department we are deliberately talking about small economies. 

We are getting some very substantial big economies, and the Secre- 
tary mentioned some of them to you this morning, but so far as the em- 
ployees are concerned we are particularly talking about small econ- 
omies, because the employee cannot see in his office, or a division chief 
cannot see in his particular operations, the chance of saving $1 mil- 
lion, but maybe he can see the chance of saving $100. If you have 
enough offices and enough employees who see those chances and bring 
them to our attention, then the cumulative effect can be very great. 

I might say, too, that we are making a careful effort to recognize 
these contributions from the employees. We are recognizing them not 
only through magpie monetary rewards, under the suggestion sys- 
tem program, but we are also giving a kind of reward which I think is 
much more important, and that is just plain personal recognition. 
When people bring in good suggestions we see that they get recogni- 
tion for it. That may take a variety of forms. 

It may be a letter from the Secretary, or it may be a letter from a 
bureau chief, or it may be a presentation at an awards meeting. There 
are a variety of what in industry you call nonfinancial incentives 
which can be very powerful. 

It takes time to create an economy mood of that kind, but I do think 
we are making progress, and I think you will see the results of that 
before long. 

MORALE 


All of this suggests the very fundamental importance of employee 
morale, because unless you have good morale in the organization you 
are simply not going to have their cooperation in trying to achieve 
this kind of a program. 

I might say, as a matter of fact, that I think morale is even more 
important in government than it is in industry. As a personnel man 
out of industry, I am very keenly conscious of its importance in indus- 
try. The reason I think it is more important in government is simply 
this: That in industry management has a system of rewards and of 
discipline by which it can channelize and mobilize the efforts of the 
members of the organization. The extent to which the administrator 
in a Government department has available to him similar methods 
for mobilizing and channelizing and energizing the efforts of his 
people is somewhat less than exists in private industry. As a result I 
think you can say almost literally the Government runs on morale. 

If in a particular operation or in a particular department you have 
not attained a certain effective level of morale the ability of that or- 
ganization to function with reasonable economy and with reasonably 
good results is going to be rather limited. 

This matter of morale is something that the administrator cannot 
buy. He cannot compel it. He can only earn it. 
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We are trying to work with the responsible executives in our De- 
partment down right to the section chief level in an effort to point 
these problems out to them and to assist them in correcting any prob- 
lem situation which may exist and which may have the effect of under- 
mining morale and esprit de corps of their organizations. 


EXECUTIVE PLACEMENT 


Another thing we are trying to do is to try to improve the quality 
of executive placements, the quality of our executive personnel in the 
organization. 

y former superior, the chairman of the board of Sears, Roebuck & 
Co., I think made a particularly apt statement at one time when he 
said, “While systems are important, our main reliance must always be 
on men. 

I think that same thing applies in the Department of Commerce. If 
we are going to have an effective administration we are going to have 
to have ighly qualified people in the key positions of the Department. 

I think that it also might be said that the importance of good 
executive placement is even more important in Government than it 
is in private industry. If the manager of a retail store makes a 
mistake the results may have serious consequences to that particular 
store or perhaps even to the whole company of which that store is 
a part, but if a similarly placed executive in a Government organi- 
zation makes a similar mistake the consequences may be very grave 
indeed. It may involve the loss of millions of dollars and it may 
affect the lives and fortunes of millions of people, so that the Gov- 
ernment and the American people have a tremendous stake in seeing 
that the processes by which key positions in Government organizations 
are filled are effective processes, and that qualified people are assigned 
to these key positions. 

Therefore, one of the things that we are trying to do in the 
Department is to develop a plan of executive placements which will 
help us to insure that we are getting the best qualified people avail- 
able and that we have them organized in an orderly process for filling 
these jobs and that we do not have to rely on haphazard methods, 
which has been the case too often, I am afraid, in the past. 


ORGANIZATION AND PROCEDURES 


We are also paying attention to our organization. We are trying 
to streamline the organization structure. We are trying to simplify 
its procedures. We are working in the grouping of functions and 
trying to achieve more effective groupings; and, above all, we are 
trying to eliminate the layers of supervision. 

In all of these programs we are well underway. These are not 
just ideas of something that we want to do or hope to do. These 
are actual going programs. We still have, however, a long way to 
go. But I assure you that by these and other means that we are 
trying to achieve a better management of the Department of 
Commerce. 

I would like now to turn more ety to the proposals which 
we have made in the case of the Office of the Secretary, and I would 
like for Mr. Nielson to present first of all the figures, and then we 
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can have any discussion of those figures and proposals that you may 
wish to go into. 
BUDGET FOR 1955 


Mr. Nretson. Mr. Chairman, you will recall the appropriation for 
the “Office of the Secretary” for 1954 was $1,750,000. The request 
for 1955 is $2.2 million, an increase of $450,000. 

This increase relates primarily to the departmental staff services in 
the Office of the Secretary and the administrative services of the 
Department. 

The executive direction of the Department, which includes the 
Secretary, the Under Secretaries, and Assistant Secretaries, as you 
will note on page 16 of the justifications, shows an increase of only 
one position—for the Assistant Secretary for Domestic Affairs. The 
other increases relate to the departmental and administrative staff 
services, and we would like to take those particular items up on an 
individual basis. 

The first one is the Office of the General Counsel. Mr. Corwin the 
Deputy General Counsel for the Department is here to handle that 
particular item. 

OFFICE OF GENERAL COUNSEL 


Mr. Corwin. Mr. Chairman and gentlemen of the committee, on 
page 18 of the justifications there is set forth the statement of positions 
and requests for the Office of General Counsel. You will note that we 
have asked for an increase of 5 positions, an increase in average em- 
ployment of 5.7, and an fnebekbbdl appropriation of $39,100. 

At the date of October 31 there were 33 employees in the Office. We 
now have 31. We have had to let 2 positions be vacated because of 
lack of funds for the balance of this fiscal year. 

The reason for the request for the increase is set forth generally 
in the second paragraph, showing the positions we had at the close 
of the fiscal year 1953, what we have now, and what were brought over 
when the NPA came over, to take care of the business services and the 
legislative services of the Department. 

At the time the present General Counsel came to his position, the 
legislative services had been handled in the Office of the Assistant 
Secretary for Domestic Affairs. The duties relating to congressional 
liaison and legislative services were taken over by the Office of the 
General Counsel without taking over any of the personnel or funds. 

We have endeavored during this present to supplement those 
services considerably, and we hope to be able to do better next year, 
and it is necessary to have additional personnel in that field, and also 
additional personnel in the field of business services, resulting from 
the present BDSA operation. 

One additional factor is that in this transition services were re- 
quired that it was not possible to obtain. We were unable to bring 
over sufficient attorneys, because of decreased appropriations, to prop- 
erly handle the transition and take over the additional work which is 
attendant on that type of activity. There are also positions needed 
there. 

It is impossible to obtain proper legal service without paying for 
it. We need to improve the quality of the service that we are getting, 
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and in order to offer such positions to young attorneys in the Govern- 
ment in these days you have to offer them a compensation that is 
fairly comparable to what they can get on the outside. 

Attorneys in the middle-age group, and middle grades, who have 
their future before them, are not in a position where they can take 
hs Yous positions in Government service unless they are reasonably 
well compensated. 

Therefore, we feel that in those two fields we hope to supplement 
the service directly to the Secretary. There have been cuts made 
in legal services in the various bureaus and offices, with the idea of 
supplementing the legal service and advice directly to the Secre- 
tary’s office at that level. That seemed to be, in the opinion of the 
General Counsel and the Secretary, where it was needed and where 
it will be needed more next year. We hope that you will give favor- 
able consideration to increasing the amount of money that is avail- 
able so that we can obtain those additional positions and furnish 
those additional services to the Congress on also to the business 
community. 

Mr. CLevencer. You are speaking toward the five additional attor- 
neys/ 

Mr. Corwrn. Yes, sir. There are 5 additional positions, 3 addi- 
tional attorneys. 


DEFENSE PRODUCTION ACTIVITIES 


Mr. Cievencer. I believe this is as good a place as any to express 
my concern over this placing of the DPA into the Secretary’s office. 
If we provide for them in this appropriation will we ever get rid of 
them if DPA is discontinued ? 

Mr. Corwin. We would get rid of them as soon as we can. We 
contemplate at the present time there is not and has not been adequate 
legal service in the Department for the business service. There are 
no attorneys as such directly in the BDSA. In the other bureaus— 
CAA, Maritime Administration, Public Roads and Bureau of Census— 
they all have attorneys assigned to them specifically for that work. 
In our reorganization we had hoped to bring more of these attor- 
neys directly under the Secretary’s supervision, under the General 
Counsel as such. That is where we are asking for these attorneys. 

Mr. Cievencer. Speaking from experience over a period of years, 
the feeling that I have is that you bring these DPA people in here 
and you use them as an excuse or crutch for “beefing up” this activity. 
I have likened it before here to a matter of a good many appropria- 
tions that come before this committee and others, when I have said 
that we have a platter before us on which we have a slice of turkey 
and then we have 4 or 5 slices of turkey buzzard. We are expected 
to take the buzzard in order to get the turkey. 

I have said it before in my homespun way: There is nothing so 
permanent as a temporary Federal job. 

Mr. Corwin. That is right sir. 

Mr. Crevencer. The hardest thing to get rid of is personnel after 
the need for their activities has practically ceased. ould you not 
say that the DPA is practically in that position at the present moment ? 

Mr. Corwtn. Yes, sir. At the beginning of last year, I believe, 1953, 
there were something over 100 attorneys in the NPA. Those were 
cut down very drastically almost immediately before we took them 
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over, to 5. Actually we only took over 3 of them, plus a compliance 
officer and one enforcement attorney. That is what we were cut 
down to. 

That cut was greater than it should have been, sir, because there 
was enough business activity coming over in the transition from the 
defense program into the business program to require more help than 
we have. 

Because cuts in appropriations were made, the Legal Department 
had to stand its share in the cut, and I think we took more than we 
should have to carry this out effectively. That does need some supple- 
menting. 

OFFICE OF SECURITY CONTROL 


Mr. Crevencer. So much for that. Now, beginning at page 18, 
you have those 5 positions for the General Counsel. At page 25, for 
the Office of Security Control you have 6 more positions. Maybe you 
can tell me why those are necessary. 

Mr. Worrny. Might I answer that, Mr. Chairman ? 

Mr. CLEVENGER. Yes. 

Mr. Worrny. The detail of the justifications is set forth pretty 
fully, I think, on page 26. We are asking for an additional 6 em- 
ployees. 

The chief reason for this is the need to carry out the operations 
for which we are responsible under the new executive order relating 
to security. I believe that is Executive Order 10450. 

We have a total of approximately 15,500 sensitive positions in the 
Department. We have an annual turnover of about 25 percent, so 
that in these 15,500 positions every year we are bringing on about 
4,000 new people who likewise have to be checked and their security 
established. 

In addition, for any good security program it is necessary to review 
periodically the clearances that have already been granted. 

We now have a backlog of about 550 cases which we are processing, 
and that backlog is increasing all the time. It is increasing gradually. 
Rather than permit that backlog to increase, we have been asked by 
the Civil Service Commission to step up our review and adjudication 
of these cases, so that we expect to have them cleaned up entirely by 
the end of this calendar year. If we are to do that it will be necessary 
to have these additional 6 positions. 


APPEALS BOARD 


Mr. CLEveNGER. On page 33 you have 3 new positions on the Appeals 
Board. Can you tell me why those are necessary ? 

Mr. Nietson. Mr. Chairman, that is a reimbursement from Export 
Control. The Appeals Board had been carried with Export. Control, 
and since it has become an Appeals Board covering the Department’s 
activities we have placed it within the Office of the Secretary. So it 
is not really a net addition to the organization. 

Mr. Crievencer. Where will we find that this has been eliminated, 
or something has been eliminated ? 

Mr. Nretson. I think as we get into Export Control we can point 
that up to you. 

Mr. Cuevencer. Would you please make a note of that. 

Mr. Nretson. Yes, sir. 
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OFFICE OF PUBLICATIONS MANAGEMENT 


Mr. Cievencer. On page 41, in the Office of Publications Manage- 
ment you request 2 new positions. 

Mr. Worrny. Those 2 additional positions, Mr. Chairman, are due 
to the increased workload in the distribution section of the Office of 
Publications Management. 


COOPERATIVE FIELD OFFICES 


Secretary Weeks mentioned this morning the fact that we now have 
a total of 900 cooperative field offices. These offices typically are 
chambers of commerce and similar business organizations scattered 
all over the country. 

Mr. Cievencer. Would you actually say “cooperative” or those 
you are trying to make cooperative? Would you qualify your state- 
ment any in view of some information I might have ¢ 

Mr. Worrny. I would say, sir, that according to the information 
I have they have been cooperative. If you have some additional 
information that we need to know we would be very happy to have it. 

Mr. Cievencer. You would not deny that you had a promotional 
activity of that kind, would you, which is continually trying to line 
apse 7 of commerce in order to make this activity justify its 
“beefing up”? Is that plain enough, or too plain? 

Mr. Worrny. I think, sir, I would put it this way : One of the things 
that this administration of the Department of Commerce has been 
trying to do is to establish good, effective working relationships with 
the business community of the country. When we took office there 
were a total of 47 field offices and 153 cooperative offices. 

We have cut back on the regular field offices. We cut those back 
to the 33 which we have at the present time. Simultaneously with cut- 
ting those back we have expanded our cooperative office program in 
order to take up the slack so far as our services to business were con- 
cerned, created by the cutback on the regular offices, and also in order 
to extend our services to business. 

I should explain that these cooperative offices do not cost the Gov- 
ernment anything except the very nominal amounts involved in 
furnishing the publications and releases of various kinds. That is, I 
assure you, a very nominal amount. 

Mr. Cievencer. Have you made a check, Mr. Worthy, or had one 
made, of the publications that your Department is presently offering 
for sale? 

Mr. Worrny. Yes, sir. 

Mr. Crevencer. Have you found those old ones which still go out, 
from Mr. Wallace’s day, that you are selling to people, on how to run 
a gas station or a grocery store and all the rest of that? 

{r. Worrny. We are in the process of retiring those materials 
which are out of date and no longer serve a useful purpose. 

Mr. Cievencer. Those are a year late,in my book. Mr. Walace has 
been gone since that campaign, I think, of 1948. He-has disappeared 
from the national scene. I would not like to have my Government 

utting out water from that well, if you please, and charging anybody 
or it. 
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I think it would be interesting if you found out about that. I can 
give you the numbers of some of those, but you can get them yourself. 

Mr. Worrny, We would be very happy to have any particular items 
you have in mind called to our attention, but we are systematically 
reviewing these in an effort to eliminate those which no longer serve 
a purpose. 

As to these two positions, jest to complete that statement, these two 
people in the Office of Publications Management are necessary in 
order to handle the increased distributional workload to service these 
offices. 

DEFENSE PRODUCTION ACTIVITY 


Mr. Cievancer. All of these positions you have asked for here are 
in addition to the DPA activity that you are moving in, and for which 
you have here some $271,000 in the appropriation, are they not? 

Mr. Nretson. Mr, Chairman, they are not in addition to the DPA 
positions. 

Mr. Cievencer. You are asking for additional money for them 
down here. 

Mr. Nietson. That is right. These two positions are in addition to 
the DPA positions. 

Mr. Crevencer. $179,000 is requested in addition. 

Mr. Niextson. That is correct. 

Mr. Cuevencer. In addition to the money for DPA, which is a 
dying agency. Its duties are practically complete, are they not? 
This defense production activity is practically a dodo? 

Mr. Worrny. Mr. Chairman, we will have an opportunity when 
the Business and Defense Services Administration comes before you 
to discuss in some detail just what continuing responsibilities we have. 

Mr. Cievencer. I do not mind telling you, as an old buyer and 
department store manager, and a manager of a chain of department 
stores, that you are going to have a selling job to sell it to me, and 
you will have to have some good reasons. 

Are there any questions, Mr. Bow ¢ 


SALARY SCALE FOR LAWYERS 


Mr. Bow. I would like to ask the Deputy General Counsel: What 
is your salary scale for these lawyers? You say you are having some 
dificulty. 

Mr. Corwin. It varies from the assistants in the three divisions at 
grade 15, $10,800, down. 

Mr. Bow. There are three at $10,800? 

Mr. Corwin. Yes, sir, three at $10,800; the people serving under 
them vary down to $5,100 I believe, for our lowest man. 

Mr. Bow. Your salary rate on those is considerably lower than the 
amount set by this committee for district attorneys and their assistants. 

Mr. Corwin. That is right. The General Counsel, when we came 
in, said what he was searching for was to reduce in quantity insofar 
as possible and obtain quality. It has been very difficult. We still are 
having difficulty finding a man to take a vacancy in one of these posi- 
tions at $10,800 in the transportation field. To get someone who is 
sufficiently expert in that field is extremely difficult. 
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DEFENSE PRODUCTION ACTIVITIES 


Mr. Bow. Mr. Corwin, I noticed during the examination of the 
Assistant Secretary on the question of the demise of DPA that you 
seemed to be shaking your head. Would you like to comment on that 
a little bit? 

Mr. Corwin. The demise of DPA? 

Mr. Bow. Yes. 

Mr. Corwry. To what point, sir? 

Mr. Bow. I just wondered whether you felt they still had consider- 
able activity in the Department that was going to be carried on for 
some time? 

Mr. Corwin. Yes, sir; we do. 

Mr. Bow. Would you like to give us that story very briefly ? 

Mr. Corwin. Very briefly. I think as Asssistant Secretary Worthy 
said that will be gone into when you get the BDSA up here. 

Mr. Bow. I mean from the standpoint of your office. 

Mr. Corwin. From the standpoint of our office it is the same situa- 
tion. We have certain basic activities under our original charter. We 
have certain duties that we perform under the ODM. We are the 
action agency under them in performing, and will continue to per- 
form. That is a full-time law. It is going to continue in existence. 

The defense production activities have gone out; that is true. 
That takes out compliance and enforcement and that type of activity. 
However, you have the postwar planning situation, and those are con- 
tinuing duties, and a majority of them have been given to the Secre- 
tary of Commerce to perform under a delegation from the ODM. 
Those are going to continue and will continue. 

As the Secretary mentioned this morning, in preparation for keep- 
ing and maintaining the business community and defense production 
in a state where we can mobilize very rapidly, it does require prepa- 
ration and will continue to require for a long time constant changing 
and shifting of orders under which we can operate legally in trans- 
ferring again from a peacetime economy to a war economy. 

We do not know how soon war will come to us, if it does come. We 
hope it does not come, but we have to be ready for it. It is going to 
be very sudden; we all appreciate that. We have to be ready for that. 
We have to have all this preparation in advance. It does require con- 
siderable legal service and preparation for that. 


DUTIES OF NEW ATTORNEYS 


Mr. Bow. Now can you tell us, also quite briefly, the duties these 
new attorneys would perform in your office if they were allowed ? 

Mr. Corwin. There would be three additional attorneys. Two of 
them will go into the business and defense services administration and 
one in legislative service. 

Mr. Bow. What would be the duties in the legislative service ¢ 

Mr. Corwin. The overall supervision of all reports on legislation 
that come through; the preparation of all bills that are initiated in 
the Department; the coordinating between the Bureau of the Budget 
and the legislative committees for all legislation that comes through. 

That at the present time I am trying to perform in addition to my 
other duties as Deputy General Counsel. There are many general 
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legal duties and it is impossible to do the legislative service effectively, 
or as well as Congress is entitled to have it done for them. We do not 
do the sort of job and we cannot do it effectively or efficiently or as 
promptly as we should be able to do it, without additional help. 

As I said, some of those duties were previously formed in the 
Office of the Assistant Secretary for Domestic Affairs. They did 
away with that and threw it all in the lap of the General Counsel with- 
out making any additional appropriation. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Cievencer. Mr. Coudert? 

Mr. Couperr. Off the record. 

(Discussion off the record.) 

Mr. Cievencer. Mr. Coon? 

Mr. Coon. No questions. 

Mr. Cievencer. Mr. Rooney? 


MANAGEMENT ENGINEERING SURVEYS 


Mr. Roonry. In March 1953 the Secretary testified with respect to 
a transfer of $200,000 in connection with the cost of management engi- 
neering surveys. Have any of those surveys been completed since 
that time? 

Mr. Worrny. Two surveys have actually been completed, sir. 

Mr. Rooney. Which ones are those? 

Mr. Worrny. One survey was made to assist us in setting up the 
new Business and Defense Services Administration, and another sur- 
vey was made of the Bureau of Public Roads. 

Mr. Roonry. What was the cost of those surveys? 

Mr. Worrny. The Bureau of Public Roads survey cost $29,400, 
and the Business and Defense Services survey cost $4,300. 

Mr. Roonry. What surveys do you now have outstanding, for which 
we will have to expend money ? 

Mr. Worrny. We now have in process a very essential survey of the 
Civil Aeronautics Administration, for $104,500; a survey of the Bu- 
reau of the Census, for $51,000; and a survey of the internal operation 
and organization of the National Bureau of Standards, amounting to 
$12,000. That is all that is in process. 

I should say that in adition there was a very small survey con- 
ducted supplementary to the Business and Defense Services Admin- 
istration survey, a study of one small portion of the Bureau of Foreign 
Commerce. That additional supplementary survey came to $1,050. 

Mr. Roonry. When was the last survey made of CAA? 

Mr. Worrny. About 2 years ago, was it not, Mr. Nielson ? 

Mr. Nretson. I would say it was either 2 or 3 years ago, as I recall. 

Mr. Rooney. What did that cost? 

Mr. Nretson. I do not have that figure, Mr. Rooney. 

Mr. Rooney. Can you tell us approximately ? 

Mr. Nretson. We can insert that in the record for you. 

Mr. Rooney. Suppose you insert it in the record. 

(The information follows :) 


The last management survey in the Civil Aeronautics Administration was in 
January 1949 at a cost of $50,000. 


Mr. Rooney. Who made that CAA survey of 2 or 3 years ago? 
Mr. Worrny. It was made by Wallace-Clark. 
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Mr. Rooney. Who made the present one? 

Mr. Worrny. Cresap, McCormick & Paget. 

Mr. Roonry. Do you have the survey reports with you? 
ae Worrny. The survey reports? I am sorry; we do not have 

em. 

Mr. Nretson. They are not completed, Mr. Rooney. 

Mr. Murray. The Cresap one is in preparation. 

Mr. Nietson. It has not been completed. 

Mr. Murray. I might say, just as an aside on this, I think some 
activities were put into effect as a result of the first survey which 
tended to centralize the activity of the CAA here in the Washington 
office. We are anxious to get the activity of the CAA back where it 
ought to be, out in the field, and cut down on administrative overhead 
in the Washigton office. 

Mr. Rooney. Mr. Worthy, who was it you said made the survey 
of CAA a couple of years ago? 

Mr. Worrny. Wallace-Clark. 

Mr. Roonry. Have you used Wallace-Clark in any of the surveys 
we have been talking tent in the last 5 minutes ? 

Mr. Worrny. No, we have not used Wallace-Clark. 

Mr. Roonry. Who is making these other surveys? 

Mr. Worrny. For the Bureau of Census it is Rath & Strong. 

Mr. Rooney. For the National Bureau of Standards ? 

Mr. Worruy. For the National Bureau of Standards it is Social 
Research, Inc., an organization in Chicago. 

Booz, Allen & Hamilton made the public roads survey. 

McKinsey & Co. made the survey of the Business and Defense Serv- 
ices Administration and the minor survey of the Bureau of Foreign 
Commerce. 

Mr. Rooney. How long has it been since we have had a survey of the 
Bureau of the Census ¢ 

Mr. Worrny. To my knowledge there has never been a comparable 
survey made of that. 

Mr. Rooney. What about the National Bureau of Standards? 

“4 Worrtuy. Likewise, I do not believe any other surveys have been 
made. 

Mr. Roonry. Did we not have a survey in the last 5 years on the 
National Bureau of Standards? 

Mr. Nrerson. Not this type of a survey, Mr. Rooney, that I recall. 

Mr. Rooney. What kind did we have? 

Mr. Nretson, In fact, I do not recall there being one in the last 5 
years, at the National Bureau of Standards. 

M ee, Will you please see that the record is completed in this 
regard ? 

fr. Nrevson. Yes, sir. 

(The information is as follows :) 

No surveys of any kind have been made at the National Bureau of Standards 
in the last 5 years. 


PUBLICATIONS 


Mr. Rooner. Mr. Chairman, I would ask that the committee mem- 
bers be furnished with a list of the publications in the Office of Publica- 
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tions Management and in the entire Department of Commerce put out 
since a year ago. 

Mr. Worrny. New publications? 

Mr. Rooney. Ones that you have printed in the past year; in other 
words, your current publications. [do not want old stock, but the 
new items that have been put out. 

Mr. Worrny. Yes. 

Mr. Rooney. Do we understand one another on this? 

Mr. Worrny. Yes, sir. That is since January 1. 

(The information requested was submitted to the committee.) 


OFFICE OF NEGRO AFFAIRS 


| Mr. Rooney. I note that for a number of years there has been an 
Office of Adviser on Negro Affairs with 3 small positions amounting 
to about $15,000. I have checked and they have been in the budget in 
1952, 1953 and in the current year. I note that you now intend to do 
away with those three positions; is that correct ¢ 

Mr. Worruy. Those three particular positions have been abolished. 

Mr. Rooney. Yes, those three. 

Mr. Worrny. And that particular function, defined in that particu- 
lar manner, has been abolished. 

What we have done is this. The Office of Negro Affairs in reality 
embraced two types of functions. One was acting as adviser to the 
Secretary on problems of Negro business matters, Negro economic 
activities, and soon. The other was a type of personnel function. 

The head of the Office of Negro Affairs advised the Director of 
Personnel and the operating executives of the organization on prob- 


L lems incident to the employment of Negroes. 
As we looked over this particular operation it seemed to us that two 
rather incompatible functions were being grouped into one. It 
seemed to us that the functions of adviser on business activities should 
become a part of the new Business and Defense Services Administra- 


tion, which at that time was in the process of being organized and 
established. It seemed to us that any strictly personnel functions 


should be made an integral part of the Personnel Department. 
Therefore, there has been established in the Business and Defense 
Services Administration a position of adviser on business affairs, 
which is filled by an outstanding Negro. It was felt that the job was 
better defined not as an adviser on Negro business affairs but rather 
as an adviser on business affairs, so that he is not restricted just to 
that narrow range of activity. 
Mr. Couperr. Tote that mean in effect—if the gentleman will yield 


for a moment—that you have abolished the segregation which you 
found when you took over the Department? 

Mr. Worrny. It was our feeling that having an Office of Negro 
Affairs was a form of segregation. 


OFFICE OF PROGRAM PLANNING 


Mr. Roonry. Now, with regard to the Office of Program Planning, 
did you move that over into your office ? ; 

Mr. Worruy. The Office of Program Planning has been abolished 
as such. 
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Mr. Rooney. Where are the 11 people, at an annual cost of $83,195 ? 

Mr. Worruy. For the most part those people are no longer in the 
Department in any way, shape or form. 

fr. Roonry. You say for the most part. That does not help us. 
How many of them are still in the Department ? 

Mr. Worrny. I wonder if I might just make a preliminary state- 
ment on that? 

Mr. Rooney. Surely. 

Mr. Worry. When we came into the Department and looked over 
these various activities it seemed to us that the idea of taking a group 
of people, setting them off by themselves to do this thinking and plan- 
ning—this “ivory tower” stuff—to advise the Secretary and the other 
officers of the Department on the kinds of programs we ought to have, 
was just the wrong way of going about it. Therefore, we abolished 
the Office of Program Planning and we said to the Under Secretaries 
and to the two Assistant Secretaries, one for Domestic Affairs and one 
for International Affairs: “You will do your own program planning. 
You will be responsible for the planning of such programs as may be 
pertinent to your particular area, and you will not have an ‘ivory 
tower’ that you can turn these programs over to. You will do it with 
your own people and with your own research.” 

Mr. Rooney. Now, will you please insert at this point in the record a 
statement of the names and titles of the 11 positions at a cost of $83,195 
for the Office of Program Planning which were contained, as I recall, 
in the 1953 fiscal year budget. Let us have the names, as well as the 
titles, of those 11 people, and a statement as to whether or not any of 
them are still in the Department; if so, where. 

Mr. Worrny. All right. 

Mr. Roonry. In other words, this will be as of —— 

Mr. Worruy. Mr. Rooney, we can give you information as of today 
if you wish. 

r. Roonry. Take June 30, 1952, as compared with today. 

Mr. Nretson. Would you like that as a statement for the commit- 
tee, Mr. Rooney, or-would you want it in the record ? 

Mr. Roongy. You can put it in the record. 

Mr. Worrny. We would be very happy to furnish that. 

(The information is as follows :) 


Current status of employees formerly assigned to the Office of Program Planning 


Name | Title Grade Salary | Present assignment 
Director...........| GS-16...| $12,200 | No longer in the 
Department. 
planning | GS-15...; 11, 050 Do. 
officer. 
Linnenberg, Clem C.................-.-..- Business econo- | GS-14... 9,600 | No longer in the 
mist. Department. 
Dubrowin, Frances GS-9___- 5, 810 Do. 
assistant. 
Kazemersky, Olga: GS-7_..- 4, 955 of Distribu- 
tion, 
Department. 
do.............| GS-6... 4,545 | ACEP. 
do........-.-.-| GS-6....| 4,295 | Personnel Opera- 
tions Division. 
Monaghan, Ellen 3,660 | No longer in the 
Department. 
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Mr. Worrny. I might explain that this is one example of a regroup- 
ing of activities that we have tried to effect there in the Department so 
that we would have the various functions performed intimately re- 
lated to the job that had to be done. 


INCENTIVE AWARDS 


Mr. Rooney. Mr. Worthy, I note that at page 4 of your statement 
you say: 


We are revitalizing our suggestions system and our program of incentive 
awards. 

Hfow much money is contained in this budget for incentive awards? 

Mr. Worrny. It is my understanding, Mr. Rooney, that there is no 
sum in this budget for incentive awards as such, but that if they are 
earned and granted that they must be found within the salaries and 
expenses appropriation of a particular bureau. I will check that. 

Mir. Rooney. How much of salaries and expenses would you use for 
these awards; with which system I am in thorough agreement ? 

Mr. Worrny. It would not be a very substantial amount in terms 
of the size of the salaries and expenses appropriation. 

Mr. Rooney. I think we used to have these items put up on the 
table, did we not, Mr. Nielson? Did we not have a fund earmarked 
for that purpose ? 

Mr. Nretson. Mr. Rooney, in 1952 there were awards paid of ap- 
proximately $5,700. In 1953 it was about $5,900. These suggestions 
resulted in or brought about savings roughly in the neighborhood 
of $84,000 in 1952 and $127,000 in 1953. 

Mr. Roonry. Surely; they brought about substantial savings. 

Mr. Bow. What was that amount? I would like to hear the amount 
of the savings. 

Mr. Nretson. The amount of savings in 1952 was somewhere in the 
neighborhood of $84,000. 

Now, in 1955, identifying the amount that would be spent for these 
suggestions is difficult since we do not know what suggestions will 
be coming in. I think we can supply an estimate. 


ECONOMY MOOD OF EMPLOYEES 


Mr. Rooney. What do you mean at the top of page 5, Mr. Worthy, 
by your sentence, 

Above all we are trying to develop an economy mood throughout the De- 
partment. 

Mr. Wortny. What we mean by that, Mr. Rooney, is simply that 
we are trying to make the employees of the Department conscious 
of the importance of saving money. As I tried to indicate before, 
the oe 0 who are actually doing the jobs and those who are super- 
vising the jobs are the ones who really know where savings are possible. 


Unless they are in the mood to effect those savings nothing much is 
going to happen. 

Mr. Rooney. I want to be one of the first to congratulate you for 
having such an idea. I think it would be great if you could develop 
that mood. 
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COMPARISON OF ESTIMATES, 1955, AND PRIOR APPROPRIATIONS 


Mr. Rooney. At your page 10 you state that the estimates for the 
Office of Secretary provides for an increase of $179,000 over the ad- 
justed appropriation for fiscal year 1954 of $2,021,000. The estimates 
include an increase of approximately $39,000 for Executive Direction 
of the Department, $81,000 for Departmental Staff Services, and 
$59,000 for Administrative Services. 

What would be the total comparative figure with regard to the 
Department only, excluding the DPA ? 

Mr. Worrny. Mr. Nielson has the detailed figures on this in mind. 
I wonder if he will respond to that question. 

Mr. Rooney. I want to know how the present request compares with 
the amount of your appropriation of $1,750,000 in 1954. 

Mr. Nrerson. In 1954 we had $1,750,000, which was the appro- 
—— There is a comparative transfer from “Salaries and expenses, 

efense Production Activities”, of $271,000, which would make the 
amount $2,021,000. 

With the proposed increases in executive direction, departmental 
staff services, and administrative services, totaling $179,000, it would 
bring the total request for 1955 to $2,200,000. 

Mr. Rooney. Then am I correct in saying that the present request 
is above the amount of any appropriation in any year heretofore, at 
least since 1945, for the Office of the Secretary ? 

Mr. Nretson. Mr. Rooney, with respect to that, these transfers 
that are coming from the other appropriation would increase the 1954 
appropriation by $271,000. 

r. Rooney. [ want to know if that amount is the highest for the 
Office of the Secretary dating back to, at least, 1945, as shown at page 
2 of the justifications. 

Mr. Nietson. On the basis of the committee print, page 2, in 1953 it 
was $2,110,000. 

Mr. Rooney. No, that was the request that year. I am talking 
about the appropriation. 

Mr. Nretson. The appropriation in 1953, without the transfers, 
was $1,877,000. 

Mr. Rooney. This year’s appropriation request is over $1,900,000, 
which is higher, is it not, than any appropriation dating back to at 
least 1945 ¢ 

Mr. Nretson. I think, Mr. Rooney, that is something we would like 
to verify and insert in the record for you. 

Mr. Rooney. Then these figures before us mean nothing. When 
you say that your base, without the transfer, is $1,750,000, and you 
want $39,000 more for executive direction, $81,000 more for depart: 
mental staff services and $59,000 more for administrative services, 
if that wouldn’t bring it over the highest previous amount of appro- 
priation, then I do not understand these figures. ode. 

Mr. Nretson. This amount, $2,200,000, would bring it over the 
appropriation heretofore. 

Mr. Cievencer. Might you not tell us how much has been brought 
into the Office of the Secretary t 

Mr. Nietson. As a result of the Business and Defense Services 
Administration, we felt, in terms of economies, rather than establish 
a separate administrative organization within the BDSA and in the 
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Bureau of Foreign Commerce, we would provide services in the Office 
of the Secretary for these two organization units. By doing that we 
would be saving money by utilizing an existing organization for ad- 
ministrative purposes and adding a few people to it, rather than 
creating more units. 

Mr. Chsiriien, in connection with the actual saving, we have re- 
duced the administrative organization in what was the NPA by a 
very substantial amount. This is just a nucleus staff which we think 
is necessary in order to provide the day-to-day services of personnel, 
accounting, mail and messenger, and so on. 

Mr. Covperr. Are you saying in effect that the figures that Mr. 
Rooney is speaking about are not comparable figures and that this 
year’s budget for the Office of Secretary includes agencies and services 
that were not included in prior years against which he was comparing ? 

Mr. Worrny. That is exactly correct. 

Mr. Bow. Will the gentleman yield to me one moment? 

Mr. Rooney. Yes. 

Mr. Bow. Could you deduct from the figure of $2,200,000 the serv- 
ices that are being transferred and give us what the figure would be 
if you had not made the transfer. 

r. Wortny. I might say, Mr. Bow, that in drawing up our esti- 
mated personnel payroll requirements for the Business and Defense 
Services Administration, the Bureau of Foreign Commerce, and so on, 
we have proceeded on the basis that these administrative services and 
staff services will be provided out of the Office of the Secretary ; there- 
fore, a number of them were not planned in these other agencies. 

As Mr. Coudert suggests, the figures are not comparable because 
these services were not provided Toesienky out of the Office of the 
Secretary. But for good management we are now moving them into 
the Office of the Secretary where we think we can perform them more 
efficiently. 

Mr. Rooney. Let us go back over this. What does the figure $1,- 
750,000 denote ¢ 

Mr. Nrerson. The figure of $1,750,000 is the appropriation—— 

Mr. Roonry. Without transfers? 

Mr. Nretson, Without the transfers. 

Mr. Rooney. All right. Let us start with that, $1,750,000 without 
transfers. We will now add to that $39,000 for executive direction, 
which you now request, $81,000 for departmental staff services, and 
$59,000 for administrative services, and we have the figure of $1,- 
929,000 without transfers, do we not? 

Mr. Nrexson. That is the figure that I get. 

Mr. Rooney. Is that figure without transfers, $1,929,000, the highest 
figure ever appropriated for the Office of the Secretary over the years, 
at least since 1945? 

Mr. Nretson. Mr. Rooney, rather than answer your question I am 
going to have to qualify it to this extent, that the $39,100, the $81,235, 
and the $58,665, are increases as a result of an increased request in the 
appropriation of the BDSA and the Bureau of Foreign Commerce in 
order to provide administrative service activities. 

Mr. Rooney. That is all very well and good, but get back to the basic 
figure of $1,750,000, the amount without the transfers, and add these 
to it, and you will have $1,929,000. Is that not the highest amount 
ever appropriated for the Office of the Secretary ? 
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Mr. Nretson. But there are a number of different factors involved in 
that figure of $1,929,000. 

Mr. Rooney. | appreciate your dodging and ducking the best you 
can under the circumstances, but you cannot get away from these 
figures; is that not so? 

Mr. Worrny. Mr. Rooney, if the services which will, under this 
plan, be provided by the Office of the Secretary to these other agencies, 
iad been so provided in previous years and so reflected in the budget 
and the appropriation of previous years, then there would not be this 
apparent Increase. 

Mr. Roonry. Let me put the question this way: Has there ever 
been previously appropriated for the Office of the Secretary of Com- 
merce the amount of $1,929,000? 

Mr. Nretson. Not to my knowledge. 

Mr. Couperr. Will the gentleman yield ? 

Mr. Rooney. Yes. 

Mr. Couverr. In previous years, has there ever been appropriated 
for the services contemplated to be performed by the Office of the 
Secretary under this request more than is requested in this budget ¢ 

Mr. Nietson. That I would like to verify, Mr. Coudert. It is some- 
thing I will have to insert in the record. 

(The information is as follows :) 


ANALYSIS OF OFFICE OF THE SECRETARY BupGer REQUEST 


It is obviously true that from a standpoint of the bare appropriation figures 
themselves, the estimate of $2,200,000 for the fiscal year 1955 is larger than any 
previous direct appropriation for the Office of the Secretary. However, these 
figures do not reveal all the facts; specifically, the estimate for fiscal year 1955 
cannot be compared directly with the appropriations for previous fiscal years 
without important qualifications : 

(1) To the actual appropriations for the Office of the Secretary in previous 
years must be added comparative transfers from “Salaries and expenses, defense 
production activities” to cover staff and administrative services performed by 
the Office of the Secretary in connection with defense production activities. 
Funds have also been transferred to the Office of the Secretary from the “Export 
control” appropriation. The table which follows compares total requested av ail- 
ability for 1955 with amounts available in 1953 and 1954 on a truly comparable 
basis. It will be noted that total funds available on the basis of the fiscal year 
1955 estimates are $68,000 below total availability in 1953. 


1953 1954 1955 

Direct appropriation, ‘Salaries and expenses, Office of the 

Comparative transfer from ‘Salaries and expenses, defense 

Transfer from “Export control”... 105, 000 84, 500 100, 000 
Appeals Board financed directly from ‘Export control” in 

1953 and 1954 but included in transfer from ‘“‘Export control” 


Total comparable funds available__.............-...-.-- 


2,368,082 | 2,130,500! 300, 000 


(2) It should also be recognized that additional staff and administrative 
services are contemplated in the 1955 estimates which have not been included 
in appropriations for any previous fiscal year. Specifically, the recent reorgani- 
zation which established the Business and Defense Services Administration 
provides that the Office of the Secretary shall furnish certain staff and ad- 
ministrative services to the BDSA which otherwise would have to be provided 
in the appropriation requested for BDSA. These are in addition to the services 
supplied by the Office of the Secretary to the Bureau of Foreign Commerce and 
the Office of Business Economics. Centralizing these staff and administrative 
services in the Office of the Secretary makes it necessary to request a larger 
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appropriation for the Office of the Secretary than would otherwise be necessary. 
The net result overall, however, is an important improvement in operating ef- 
ciency and a definite net reduction in departmental expense. 

Mr. Rooney. You see, you are confusing a very simple problem. 
All I want to know is, has the Office of the Secretary of Commerce 
ever had an appropriation totaling $1,929,000. 

Mr. Couperr. But the answer to that proves nothing if there have 
been added services of other divisions. 

Mr. Rooney. But that is the answer I want. 

Mr. Coupert. Let us get it straight on the record. 

Mr. Rooney. The question is: Has there ever been previously ap- 
propriated for the Office of Secretary of Commerce $1,929,000, re- 
gardless of whatever was clone. 

Mr. Cievencer. Here is part of your answer. DPA in 1954 had 
an appropriation of $4,510,000. 

Mr. Rooney. No, we do not have that included here. 

Mr. Cievencer. What is left is, is it not? 

Mr. Nrexson. Mr. Rooney, as far as the appropriation is concerned, 
of course the record here speaks for itself. 

Mr. Rooney. Sure it does and I am trying to get that into this rec- 
ord. Here is a list of appropriations for the Office of the Secretary 
since 1945 fiscal year. 

Mr. Nretson. But in terms of comparability, in relation to what is 
presently in the Office of the Secretary, and the increases that relate 
to the BDSA. 

Mr. Roonry. For the Office of the Secretary of Commerce has 
there ever been appropriated $1,929,000? ‘That is all I want to know. 

Mr. Worrny. So far as the appropriation for the Office of Secre- 
tary 

Mr. Rooney. We will never get an answer. 

Mr. Nietson. According to the record, Mr. Rooney, there has not 
been that amount appropriated. 

Mr. Rooney. Of course not. In 1945, the total appropriation was 
$687,000. In 1947 it was $925,000, and so on, but it never heretofore 
amounted to this. 


PERSONNEL IN DEPARTMENT OF COMMERCE, 1952 AND 1953 


Let me ask you this question at this point: What was the total 
number of employees in the Department on July 1952 as compared 
with the present number of employees in the Department ‘ 

Mr. Nretson. I will have to supply that for the record, Mr. Rooney. 
I have the present employment as of October 31, but I do not have it 
for 1952. 

Mr. Rooney. Do you have it for any 1952 date? Do you have an 
October 1952 date? 

Mr. Nretson. I have the October 31—— 

Mr. Rooney. 1953? 

Mr. Nretson. Yes, but not for 1952. 

— Roonry. Do you have any employment figures previous to 
that 

Mr. Nretson. I do not have that with me, but I will supply it for 
you. 

; Mr. Roonry. And please supply the bare figures. We want to see 
why you need so much money to run the Office of the Secretary. 
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Comparison of 1952 with 1953 employment 


Oct. 31, 1952 Oct. 31, 1953 


Full Part Full Part 
time | time | T°] | time | time | Tot! 


Coast and Geodetic Survey 
Bureau of Foreign and Domestic Commerce -_-__.___-- 
Nationa] Production 
Office of Business Economies. 
Bureau of toreign 
Business and Defense Services Administration. 
Bureau of Public 
National Bureau of Standards. 
InjJand Waterways Corporation... 


Total, Department of Commerce 


' Includes 5,280 seamen. 
2 Includ 3,656 
Source: Monthly report of civilian employment standard form 113. 
Sarery IN THE DEPARTMENT 


Mr. Rooney. Have we ever heretofore had a safety engineer in the 
Department of Commerce ¢ 

Mr. Worrny. I understand we had a safety engineer there some 
time in the past. My impression is that it was a couple of years ago. 

Mr. Rooney. I should say, how many safety engineers did we have 
in the Department of Commerce previous to the present time? I take 
it that you have none there now ? 

Mr. Worruy. No. 

Mr. Roonry. This applies not only to the Office of the Secretary 
but the CAA, and’so on down the line; is that right? 

Mr. Worruy. We have none there now. We had one man who re- 
tired some time within the past couple of years. 

Mr. Rooney. Will you see that sete is inserted at this point in the 
record a statement with regard to the facts over the previous years 
in regard to a safety engineer ? 

(The material referred to follows :) 


BACKGROUND OF SAFETY PROGRAM IN THE DEPARTMENT 


Department Order 107 dated May 1949 provided for the establishment of a 
safety program in the Department of Commerce. A safety engineer was detailed 
to the Office of the Secretary from the staff of the National Bureau of Standards 
late in 1949 and transferred to the Office of the Secretary in 1950. 

This employee had been employed by the National Bureau of Standards for a 
long period, where he performed difficult and professional safety engineering 
work. He was formerly with the Federal Prison Industries of the United States 
Department of Justice and with the Navy Department as a safety engineer prior 
to his employment with the National Bureau of Standards. This employee 
served in the capacity of safety engineer for the Department from 1949 until 
his retirement in May 1953. During this period with the Office of the Secretary, 
he organized the primary Unit Safety Council, composed of regular employees on 
a part-time basis, which rendered very useful service in the field of safety in 
the several bureaus of the Department. 


4 


| 
Bureau 

Bureau of the Census 578 | 3,778 1, 659 877 2, 536 

Civil Aeronautics Administration........._.._- ..---| 16,126 746 | 16,872 | 15, 267 610 15, 877 

2, 216 63 | 2,279) 2,159 37 2, 196 

> 719 6 725 

769 6 775 

9, 184 |....-...| 19,134 | 7,122 1| 27,123 

3, 582 13 | 3,595 | 3, 535 12 3, 547 

| 4, 548 148 | 4,606) 2,624 105 2, 729 

| 4,449 | 38,678 | 8,127) 4,280)! 3,708 7, 988 

5, 262 87, | 40,515 5, 368 | 45, 883 
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In September of 1952 a 30-hour safety course for the primary unit safety 
officers was conducted by the Bureau of Labor Standards, Department of Labor, 
and this course was of immeasurable assistance to the safety officers of the De- 
partment, principally in the metropolitan area of Washington. 

It should be noted that the accident rate for the Department in the metro- 
politan area of Washington is very good, however, our problem for the control 
of safety lies in the field offices and stations where the bulk of the Department's 
employees are located. The requested position will spearhead a positive safety 
program with the major emphasis on improving the safety record of the Depart- 
ment’s field establishments. 

Mr. Worruy. If I might make one further remark on this matter 
of safety. Weare concerned over matters of safety 

Mr. Rooney. I just want to get the facts in the record. We cannot 
get them in without asking questions. It is then up to the committee 
to decide whether they will give you the $39,000 additional for 
executive direction, the $81,000 additional for departmental staff serv- 
ices and the $59,000 additional for administrative services, and that 
will include the alleged new safety engineer. That is all. 

Mr. Preston. I have no questions. 

Mr. Sixes. | have no questions. 


STRONGER MANAGEMENT 


Mr. Wuu1aMs. I would like to make a comment with respect to Mr. 
Rooney’s question as to whether this is the maximum amount that has 
been spent for the Office of the Secretary. It does not seem to me, Mr. 
Rooney, that whether it is or not is so important but you must rec- 
ognize what the policy is with respect to the present departmental 
administration toward the Office of the Secretary. 

I think it has already been demonstrated first of all that if you 
measure it in terms of comparable services, there has been, as a result 
of these reorganizations and changes within the structure of manage- 
aie many services in the Office of the Secretary that were not there 

ore. 

Secondly, there has been adopted right from the start the policy of 
having a stronger management at the top with adequate quality and 
quantity to get the job done. 

Mr. Roonry. And a stronger management costs more money ¢ 

Mr. Wiis. As I was about to say, I think it is the overall end 
result of the economies from the whole Department that really pro- 
vide the main test. 

Mr. Rooney. I must say in answer to that, looking at this proposed 
budget, which is but 1 percent less than the present budget, 1 percent 
less than it is in the current fiscal year, including CAB, that I doubt 
e propriety of such costly overstafling at the top as is contemplated 

rere. 

Mr. Wortuy. Mr. Rooney, if we look at the controllable items—— 

Mr. Rooney. This is a controllable item when we are talking 
about the Office of the Secretary ? 

Mr. Worrtuy. That is right. But the Oflice of Secretary under 
the new, stronger management structure that Secretary Weeks has 
established has been able to make substantial improvements in the 
operations and in the effectiveness of the organization, as is reflected 

articularly in what has been achieved in the reduction of controllable 
items of expense, which the Secretary covered this morning. 


41956—54—_5 


| = 
otal 
575 
2, 536 
5, 877 
2, 196 
"739 
725 
775 
123 
|, 672 
, 547 
, 729 
USS 
1 
, 883 
he 
__| 
0. 
ve 
ke 
ry 
e- 
1e 
a | 
| 
| 
a 
r 
e 
n 


64 


Mr. Rooney. That is where the difference of opinion comes. I 
have no further questions. 

Mr. CLevencer. Does anybody have an unanswered question ? 

Mr. Couper. Off the record. 

(Discussion off the record.) 

Mr. Cievencer. I may be getting into a new field here in the defense 
production activities, which are on page 5 of another section, activi- 
ties that have been discontinued, but there might be the answer that 
Mr. Rooney wants. Here is $4,510,000 in 1954 that is not requested 
this year, at least in this section, and was not requested some place 
else. There is the answer to your savings. 

Mr. Worruy. Exactly. We will get you more detailed figures. 

Mr. Cievencer. Off the record. 

(Discussion off the record. 


Mr. Crevencer. That is ait gentlemen. 


Monpay, JANuaAry 11, 1954. 


NATIONAL BUREAU OF STANDARDS, COAST AND 
GEODETIC SURVEY AND PATENT OFFICE 


WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY 
JAMES C. WORTHY, ASSISTANT SECRETARY FOR ADMINISTRATION 
DR. M. J. KELLY, PRESIDENT, BELL TELEPHONE LABORATORIES 


Mr. Cievencer. The committee will come to order. We will hear 
from Mr. Walter Williams, the Under Secretary, for any general 
statement he cares to make at this time. 


GENERAL STATEMENT 


Mr. Thank you. 

Mr. Clevenger and gentlemen of the committee, I think you have 
already been advised that Secretary Weeks will be here tomorrow to 
make a general statement with respect to the entire Department. I 
am here primarily today in connection with three of the bureaus and 
offices of the Department which were turned over for my direct super- 
vision recently, Those three are the National Bureau of Standards, 
the Patent Office, and the Coast and Geodetic Survey. 

I think it would be in order, perhaps, for me to suggest, Mr. Chair- 
man, snot this statement chick has been prepared be placed in the 
record. 4 

Mr. Crievencer. Without objection it will be made a part of the 
record and you may discuss it. 

Mr. Wiu1aMs. This will save the committee’s time, and we can hit 
just the highlights that are of particular interest. 
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STATEMENT OF UNDER SECRETARY WILLIAMS 


Mr. Chairman and gentlemen of the committee, the Secretary has proposed a 
budget of $854,020,000 for the Department of Commerce. Of this amount, I am 
directly concerned with $29,315,000, a sum which is requested to cover the opera- 
tions of the National Bureau of Standards, the Patent Office, and the Coast and 
Geodetic Survey for the fiscal year 1955. 

It is the Department’s policy under this administration, to conduct the opera- 
tions of the various bureaus in Commerce so that the effectiveness of our services 
to industry and commerce is steadily increased at a minimum cost to the tax- 
payer. After a very careful review, I assure you the budgets of these individual 
bureaus reflect this policy. 


NATIONAL BUREAU OF STANDARDS 


The National Bureau of Standards budget requests an increase of more than 
25 percent for fiscal 1955 over fiscal year 1954. In the light of this fact, it is 
important that the committee be given a clear statement of the reasons which 
have led the Secretary to this recommendation and to its approval by the 
President. 

In recent decades, and to an increasing degree in recent years the role of science 
and technology in industry and commerce has been becoming important at an 
increasing rate. The technological basis of our expanding mass production 
economy has become progressively more dependent on the availability of scien- 
tific and engineering ideas and growing scientific knowledge of the physical 
properties of various substances and materials. Moreover, the national capacity 
for effective defense, to the extent that it has its principal roots in industrial 
strength, is also vitally dependent on science and technology. Since the National 
Bureau of Standards is one of this country’s great scientific institutions the 
Department has considered it a matter of particular responsibility to study with 
great care its role in the Department of Commerce and in the national economy 
generally. 

One of the characteristics of scientific activity, particularly of the kind under 
way at the National Bureau of Standards, is that its benefits are directly apparent 
only to scientists and engineers. Because of this fact, there is no ready way by 
which laymen in science such as myself, and for that matter, most administrators 
in the Government generally, can really appraise the value of what the Bureau 
does in any direct way, nor establish satisfactorily that it should do more or less 
in various fields, nor how its programs, or levels of effort in them, should be 
modified. This is a job that can be done soundly and usefully only by men deeply 
trained in modern science and technology and who are aware of their current 
problems and progress in detail. 


KELLY REPORT 


Accordingly, in April 1953, the Secretary of Commerce established a com- 
mittee, consisting of some of the leading scientists of the Nation, to make a 
thorough study of “the functions and operations of the National Bureau of 
Standards in relation to the present national needs.” This committee, under 
the chairmanship of Dr. Mervin J. Kelly, of the Bell Telephone Laboratories— 
the largest physical sciences laboratory in the United States—made a thorough 
study of the Bureau’s programs and of its capacity to carry out the responsibility 
assigned to it by the Congress. I believe that all members of your committee have 
been furnished copies of Dr. Kelly’s report, and therefore, I do not intend to 
review it in detail at this point. However, I would like to call to your attention, 
specifically, the following summary appearing on page 20 of the committee’s 
formal report to the Secretary of Commerce, dated October 15, 1953, and I quote: 

“From the committee's extensive study of the Bureau’s functions, its programs 
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for discharging these functions, the facilities of the Bureau and its professional 
personnel, as well as from discussions with many scientists and engineers, it 
has reached some general conclusions. The major ones are listed : 

“1. The Bureau of Standards is of vital importance to national strength. 

“2. It is an organization with a splendid record and tradition, internationally 
recognized and respected. 

“3. It is, in general, staffed with professional men of competence, integrity, 
and loyalty to the Bureau’s functions and objectives. 

“4. With the increasing range and depth of technology, the need for the 
services of the Bureau of Standards becomes even more important and its func- 
tions more complex. The accurate determination of physical constants, the 
properties of materials, standards and standards practices, and testing and 
evaluation procedures are all essential services for our industrial society. 

“5. Since the close of the war, the technology of the Nation has shot rapidly 
forward. The Bureau’s basic programs expanded until 1950 but at a rate 
beneath that justified by the needs. Since 1950 the decrease in basic programs 
must be considered as tragic. The ground lost since 1950 should be regained in 
the next 2 fiscal years and the programs then expanded as detailed studies by 
the Director and his advisory committees find necessary. 

“6. Scientific and technical services to other agencies of Government are 
important responsibilities of the Bureau. In general, the Bureau has discharged 
these responsibilities well. 

“7. The Department of Defense and the Atomic Energy Commission have 
made broad and significant use of the Bureau. Their use of the Bureau in areas 
other than development of weapons is of value to the Bureau in its basic pro- 
grams and should be encouraged. 

“8. The volume of weaponry development work has become large in comparison 
with all other activities of the Bureau. Its relative size and its effect on the 
other Bureau programs make its transfer from the Bureau desirable. 

“9. Other agencies of Government do not make as large use of the services 
of the Bureau might well be expected. The committee believes that an 
increase in the use of the Bureau by other agencies of Government should be 
encouraged. 

“10. If the recommendations of the committee are followed, the Bureau should 
be in a position to perform its authorized functions in balance at the minimum 
level for the Nation’s needs within a 4-year period.” 

The Secretary and his staff have reviewed Dr. Kelly’s report and its conclu- 
sions with great care. The recommendation that the weaponry development 
program be transferred from the Bureau has been adopted as on September 27, 
1953. This program together with its administrative overhead, was transferred 
to the Department of Defense. Dr. Kelly personally has been most helpful, and 
most patient, in taking much time to make clear to us the meaning and justifica- 
tion of his and his committee’s findings and recommendations. Your committee 
should know that the Secretary and I, as well as other members of the Office of the 
Secretary at the Department, fully subscribe to the recommendations of the 
Kelly committee. We are all sincerely convinced that it is vital to our Nation’s 
progress and security that the work of the National Bureau of Standards, in its 
basie programs, be rapidly and importantly increased to levels which, in the 
judgment of the Nation’s leading scientists and engineers, are necessary to assure 
national scientific and technological progress. 

The Bureau’s budget for fiscal year 1955 is the first of a series in which in- 
creases in the level of operations of the National Bureau of Standards are 
expected to be requested from the Congress. As the Bureau’s work becomes 
more adequate for the Nation’s needs, it will be continuously kept under review 
by special committees of leading scientists from universities and industry in 
order that: (1) Programs are, at all times, kept in balance with changing 
national needs, and (2) the level of effort exerted by the Bureau on various 
projects, in various scientific fields, is properly related to what, in the opinion of 
responsible scientists and engineers who use the Bureau’s services, is necessary 
to protect the national interest. 


COAST AND GEODETIC SURVEY 


A total of $10,200,000 is being requested for fiscal year 1955 to operate the 
Coast and Geodetic Survey as compared with $12,750,000 appropriated in 1954. 
Inasmuch as $750,000 of the 1954 appropriation was a construction item for a 
geomagnetic observatory at Fredericksburg, Va., this request should properly 
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be compared with a 1954 appropriation for salaries and expenses of $12 million. 
The reduction of $1,800,000, salaries and expenses, will be effected by reducing 
the number of employees from 1,909 to 1,656, a cut of 253, and revising down- 
ward all Coast and Geodetic Survey activities. 

The importance of the Coast and Geodetic Survey’s navigational charts and 
survey data are not being minimized to any degree and are fully appreciated. 
Yet, at this time, it is necessary to curtail somewhat the activities carried on 
as a result of their duties as defined by Public Law 373, 80th Congress. How- 
ever, those duties which are absolutely essential to the safeguarding of life 
and property will be carried on. The collection of survey data needed for 
engineering and mapping purposes will also be continued but at a reduced seale 
in 1955, deferring surveys needed in some areas for the present. 

All programs will be adjusted to this lower level and reductions made with 
a view toward minimizing as much as possible the impact on the field of sur- 
veying and mapping in general. A reduction of $1,108,000 is being made in the 
activity, “Surveys and charts for marine and air navigation” and a reduction 
of $480,000 in the “Geodetic control” activity. Further reductions totaling 
$212,000 will be made in the other smaller activities. 


PATENT OFFICE 


Legislatively, the responsibilities and functions of the Patent Office are among 
the most fundamental and important of those within the jurisdiction of the 
Department of Commerce. They stem from article 1, section 8, of the Consti- 
tution, which granted to the Congress the power “to promote the progress of 
science and useful arts, by securing for limited times to authors and inventors 
the exclusive right to their respective writings and discoveries.” The techno- 
logical development of our Nation has been due in no small part to the American 
patent system. 

For over 160 years, the American patent system has encouraged the genius of 
hundreds of thousands of inventors by recognizing the inherent right of an 
inventor to his government’s protection. It has benefited society by systemati- 
cally recording every new invention and releasing it to the public after the 
inventor’s limited rights have expired. By publishing and distributing copies 
of United States patents and making available copies of foreign patents, the 
Patent Office has made available to the public the world’s greatest scientific and 
mechanical library. Over 2,700,000 United States patents have been granted 
to date. 

In addition to issuing patents, the Patent Office has since 1870 been charged 
with the responsibility of registering trade-marks, of which more than 500,000 
have been registered to date. The importance of trade-marks in building up 
industrial recognition and goodwill cannot be overestimated. 

To perform the functions and meet the responsibilities of the Patent Office 
for the 1955 fiscal year, there is herein requested $11 million. This is $1 million 
less than the amount appropriated for the current fiscal year. This reduction 
necessitates an increase in the existing backlog of patent applications which is 
not desirable. However, the existing need for expenditure reductions makes 
this necessary. 

I have recently studied the entire program and operation of the Patent Office. 
As a result I am convinced that the backlog situation needs to be remedied and 
that major improvements in the patent classification system should be effected. 
Although funds for such an increased program are not included in this budget 
request, further studies will be made looking forward to definite proposals for 
getting the work of this Bureau on a current basis. Meanwhile, I wish to assure 
you that the work of examining applications and related activities will be 
carried out as expeditiously as possible consonant with available funds. 

Another very important factor that has been the subject of a comprehensive 
study, is the need for an increase in the fee structure of the Patent Office. In 
order that the current administration’s policy of having persons or groups receiy- 
ing benefits which are special and different from benefits received by the general 
public, defray their fair share of the cost of furnishing these benefits, legislation 
designed as the basic step in ultimately making the Patent Office more nearly 
self-sustaining has been drafted for presentation to this Congress. 

I have only covered the highlights of the budgets of these Bureaus. I would 
like to have the Directors of the National Bureau of Standards and the Coast and 
Geodetic Survey, and the Commissioner of Patents present their budgets to the 
committee in detail. 
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Bureau or STANDARDS 


Mr. Wuutams. First I should like to make a few comments con- 
cerning the National Bureau of Standards. 

I think we are all keenly aware of the very important part that 
technology is playing today in this kind of a world in which we live. 
We are terribly concerned with our ability not only to keep up with 
the opposition in this cold war between the free world and commu- 
nism, but we are anxious, also, to keep well ahead of our opposition in 
the field of technological development. So the first point of emphasis 
with respect to the National Bureau of Standards program, I think, 
relates to the matter of our national security. 

Of course, the second point goes right hand-in-hand with the mat- 
ter of national security, and that is the importance of developing our 
technology in order that we can have an economy which will con- 
stantly increase the standard of living of our people. 

So both from the standpoint of the importance of national security 
and from the standpoint of the importance of building up a better 
standard of living for our people the functions of the National Bureau 
of Standards in my personal opinion today are of an exceedingly im- 
portant color. 

In recent years there has been a tendency for the appropriations 
made to the National Bureau of Standards to be reduced; and last 
year the total amount appropriated for other than defense purposes 
was only $6 million. 

In a few moments I am going to take the liberty of presenting Dr. 
Mervin Kelly, who was named as chairman of the so-called Kelly 
committee by Secretary Weeks last spring. Dr. Kelly and his com- 
mittee brought in some very important recommendations, and I think 
it might be worth focusing our attention on those for the moment as 
we start the consideration of the budget needs for the National Bureau 
of Standards. 

KELLY COMMITTEE RECOMMENDATIONS 


These are the major recommendations that were brought in by 
Dr. Kelly and his committee: 


1. The Bureau of Standards is of vital importance to national strength. 

2. It is an organization with a splendid record and traditional, internationally 
recognized and respected. 

8. It is, in general, staffed with professional men of competence, integrity, and 
loyalty to the Bureau’s functions and objectives. 

4. With the increasing range and depth of technology, the need for the services 
of the Bureau of Standards becomes even more important and its functions more 
complex, The accurate determination of physical constants, the properties of 
materials, standards and standards practices and testing and evaluation pro- 
cedures are all essential services for our industrial society. 

5. Since the close of the war, the technology of the Nation has shot rapidly 
forward. The Bureau’s basic programs expanded until 1950 but at a rate 
beneath that justified by the needs. Since 1950 the decrease in basic programs 
must be considered as tragic. 


I would like to emphasize that last sentence : 


Since 1950 the decrease in basic programs must be considered as tragic. The 
ground lost since 1950 should be regained in the next 2 fiscal years and the 
programs then expanded as detailed studies by the Director and his advisory 
committees find necessary. 

6. Scientific and technical services to other agencies of Government are im- 
portant responsibilities of the Bureau. In general, the Bureau has discharged 
these responsibilities well. 
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7. The Department of Defense and the Atomic Energy Commission have made 
broad and significant use of the Bureau. Their use of the Bureau in areas other 
than development of weapons is of value to the Bureau in its basic programs 
and should be encouraged. 

8. The volume of weaponry development work has become large in com- 
parison with all other activities of the Bureau. Its relative size and its effect 
on the other Bureau programs make its transfer from the Bureau desirable. 

9. Other agencies of Government do not make as large use of the services 
of the Bureau as might well be expected. The committee believes that an in- 
crease in the use of the Bureau by other agencies of Government should be 
encouraged 

10. If the recommendations of the committee are followed, the Bureau should 
be in a position to perform its authorized functions in balance at the minimum 
level for the Nation’s needs within a 4-year period. 


WEAPONRY DEVELOPMENT 


Now I should like to come back to point 8, where it is said: 


The volume of weaponry development work has become large in comparison 
with all other activities of the Bureau. Its relative size and its effect on the 
other Bureau programs make its transfer from the Bureau desirable. 

That recommendation from the Kelly committee was given, as all 
other recommendations were, careful consideration. Action was taken 
on it last September. Working in conjunction with the Defense De- 
partment, the major portion of this defense work having to do with 
weaponry development was transferred to the Defense Department. 


APPROPRIATIONS 


As I indicated a little while ago, for last year there was an appro- 
age of $6 million. This year the amount requested is $8,115,000. 

e $115,000 has to do with the Boulder laboratory, so that in a 
sense we are talking about $8 million as against last year’s $6 million. 

It would seem to us, Mr. Chairman and members of the committee— 
to again restate what I said at the outset—that it certainly represents 
my own deep personal convictions, which I know are shared by my 
associates in the Department, that considering the kind of a world in 
which we are presently living it is highly important the the Bureau 
of Standards, as one of the most important research centers of our 
country and probably one of the most important research centers of 
the world, should not be second best in any respect but that it should 
be built back with adequate finances so that we have a research and 
scientific institution out there second to none and competent to dis- 
charge the important responsibilities which it needs to discharge in 
the interest of our national welfare. 

So much, let us say, for the National Bureau of Standards, until I 
present the other members representing that group. 


Coast AND Gropetic Survey 


I should like now to say a few words with respect to the Coast and 
Geodetic Survey. 

The budget for this group last year was $12,750,000. $750,000 of 
that total, however, was for a geomagnetic observatory which was 
pane built at Fredericksburg, Va., which, so far as the normal operat- 
ing badget is concerned, brings it down to an even $12 million. 

is year the request is for $10.2 million, a cut of $1.8 million. 
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That is quite a sizable cut. It means a reduction in the average 
number of employees from 1,909 to 1,656, a total cut of 253. It will 
mean, of course, a certain curtailment of the activities of the Coast and 
Geodetic Survey, of that branch of our departmental work. 

Nevertheless, after a careful review we believe it can be done; and in 
the interest of the economy, which is so terribly important, as we think 
in terms of the whole national budget, we are making that recom- 
mendation for a cut of $1.8 million from the net total of $12 million 
last year. 


Patent Orrice 


Now, may I say just a word about the Patent Office. 

The Patent Office is a matter to which I have personally given a 
good deal of attention. I am of the very definite conviction that 
we from the administrative standpoint, and you men representing the 
legislative and appropriating standpoint, should all of us take a brand 
new look at the Patent Office. I rather suspect that the Patent Office 
has grown up with a concept in the minds of most of us as being sort 
of a dust-gathering slow-motion organization. I have been just a bit 
shocked personally to find on examination that we are steadily going 
behind at the present time in terms of the backlog of cases which have 
yet to be acted upon. There are about 180,000 cases piled up in this 

acklog at the present time, and it probably will read 200,000 at the 
— rate before the end of this fiscal year unless something is done 
about it. 

Now, that question of “unless something is done about it” leads to 
the question of what we should do about it. Last year’s budget was 
$12 million. This year it is being proposed that it be cut to $11 million. 
You will, naturally, quickly say: “If you are already going behind, 
how can you possibly justify a cut?” 

The reason for the proposed cut is that a careful study has been 
made with respect to the possibility of installing a system of fees so 
that the Office might more nearly be self-supporting. Now, when we 
come to the discussion of the Patent Office budget itself there will be 
time enough to go into the details on that. It is sufficient for me to 
say, I think, in this introductory statement, that much in the same 
manner as I indicated the importance of the National Bureau_of 
Standards in the technological world in which we live today I feel 
that the Patent Office just ie no business any longer, in this day and 
age, being based on this concept of being a dust-gathering slow-motion 
sort of an organization, because it is just too vitally important to the 
welfare of our country and the promotion of the telbinciogical know]l- 
edge that we need to have in order to keep in front of our opposition. 
It is just too important for us not to have a Patent Office which is 
abreast of the times. 

IT earnestly hope, Mr. Chairman, that when we get into a discussion 
of the details oF the Patent Office that we can have that sort of a 
philosophy in mind as we go into the details of the figures. 

So much, then, for a quick review of the National Bureau of Stand- 
ards, the Coast and Geodetic Survey, and the Patent Office. I think 
now it would be perhaps most appropriate, Mr. Chairman, to introduce 
the discussion of the National Bureau of Standards by having a brief 
statement made by Dr. Mervin Kelly, who is the president of the Bell 
Laboratories, itself one of the largest technical research organizations 
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in the country. Then after he makes a general statement, with such 
discussion as may accompany his statement, we will turn the matter 
over to Dr. Astin, the head of the National Bureau of Standards, for 
a full discussion of the details of the budget. 


NATIONAL ofr STANDARDS 


Mr. Cievencer. Mr. Secretary, I am quite interested in your discus- 
sion of these bureaus. Let us consider the National Bureau of Stand- 
ards first. 

As you may not know, we have had some very peculiar and unsatis- 
factory conditions in the Bureau of Standards back over the last 3 or 
4 years. For instance, we had an investigation which determined that 
for a period of years they had lost track, in a part of the Bureau, of 
when the windows had been washed, and had a generally loose opera- 
tion. This was before Dr. Astin was made the head of it. 

We found peculiar conditions out there in a safety way, where we 
had certain sections that refused to recognize the loyalty or security of 
a captain of the guard. Two of our national agencies of defense 
denied a captain of the guard permission to enter the section where 
the work was being done for these two defense agencies. 

I wish Mr. Rooney were here, but I think maybe Mr. Preston may 
have heard some of those discussions. We tried to work this thing out 
and to clean it up and to get it on its toes. 

You have talked about a dust-gathering institution. That was 
probably it. Yet it had the highest cost for maintenance of buildings 
and grounds of the whole Federal setup in the District of Columbia. 


And yet the ae tage conditions were as I have said. 
ha 


We have no other object on this committee than increasing the 
efficiency of their operations. 


PATENT OFFICE 


Going to a consideration of the Patent Office, just with the preceding 
Commissioner we increased the appropriations for the very purpose 
you are talking about, of cutting down the backlog and increasing the 
output. It always seemed to me, and I think to most of the members 
of the committee, that it should be on a more self-sustaining basis. 

This plea that we received that inventors were usually poor and fees 
should be lew was not a very valid argument to make to Joe Doakes 
out on the street, for him to pay for the cost of the work that the 
Bureau did for him. 

So we have been hoping, of course, that there would be an increase 
in revenue toward carrying those costs. 

I think the records will show that this committee prs increased ap- 

ropriations so that the Commissioner might cut this backlog down. 
t think we had one or two encouraging reports, that that was being 
done. If it has slumped in the last year we regret it. 


Nationau Bureau or STANDARDS 


Coming back to the National Bureau of Standards, of course it is 
rather amazing in a way to see them asking for an increase when you 
have taken the defense work away from them. Are you still goin 
to continue it within your physical plant? Will you do the guid 
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missile work, for instance, and various other work? Are you going 
to discontinue that completely or are you going to continue it at the 
of the Defense Department ? 

r. WituraMs. I think, if I may, I would like to get into that whole 
discussion when we get into the detailed consideration of the budget, 
because it is a tapering-off process. 

Mr. Crevencer, I just wanted this record to show that this com- 
mittee has been on its toes and has been trying to correct the very 
things you have called to our attention. 

We were told of the increasing backlog in the Patent Office and we 
hoped for an improvement after our work. 

I think in the Bureau of Standards there may be an improvement 
in the physical operation of the place. 


Coast ANp Groprric Survey 


This committee has never cut the Coast and Geodetic Survey seri- 
ously. We hope that you can justify the cut that you have made here 
as well as you can justify the increase you asked for the National 
Bureau of Standards. Of course, we will wait and hear the justifica- 
tion for both of these actions. 

This committee has not been insensible to the needs for perking up 
2 or 3 of these departments and what has been required. We have 
given attention to them in the firmest manner possible. 

We certainly do not want to affect either the national security or 
the development of weapons. However, it has been hard to under- 
stand why certain ammunition and certain parts that have been 
needed for years have not been produced. e committee has not 
understood why the research has not been completed and the am- 
munition provided for the specific purpose for which required. 

I could [ more explicit, but I do not want to be on the record. 

(Discussion off the record. ) 


Parent Orrice 
BACKLOG 


Mr. Witi1aMs. If you would care to back on the record for a mo- 
ment, I should like to say a word with respect to your comment as 
to the Patent Office. The men from the Patent Office will be here a 
little later. 

I think there are two main reasons why this backlog has tended to 
increase. In the first place, the number of examiners has declined. 
With an output of so many per examiner obviously if you have fewer 
examiners you will have a smaller output. 

Secondly, we find ourselves involved with this thing they call the 
need for classification. I should like to take an example which was 

iven tome. Back in the earlier years the steam engine was invented. 
en in the Patent Office you had a classification of “steam engine.” 
Of course, since that steam engine was originally invented there have 
been tens of thousands, I suppose—or at least thousands—of patents 
relating to the steam engine. But unless that particular category 
has been reclassified it still stands under “steam engine.” So if any- 
body comes along with a proposal for a new patent which relates to 
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steam engines but actually has to do only with a certain part of the 
steam engine, then the examiner has to go through this great big 
file under “steam engine.” 

What is needed—probably over a 10-year program—is to institute a 
classification program which will break “steam engine,” if you please, 
down into different segments. Then when the examiner comes along 
to investigate a patent application for some phase that relates to a 
steam engine he does not have to go through this whole big steam- 
engine file. He goes through that classified portion of it under which 
this new patent application would come. 

Between those two things there has been a gradual building up of 
the backlog because of the slowing-down process, with just a higher 
and higher pile having to be examined by each patent examiner. 

I think that is an important thing to bear in mind, too, because if 
we are going to streamline and modernize our patent system it just 
makes sense, as soon as the money situation will permit us to do so, 
to classify and thus break the component parts down into narrower 
groups so that an examiner can speed through, and thus his output 

ecomes very much greater. 

Mr. Cievencer. I might say, also, that a showing was made here 
that the conditions in the Patent Office were represented to us as being 
chaotic, inasmuch as there were operations going on side by side where 
one annoyed the other, for lack of space and privacy for people to 
work. It was also understaffed and undermanned. 

This committee took notice of that 3 or 4 years ago and gave the 
new man additional money, and hoped that he would get it under 
control. We had reports from him that he was reducing the backlog 
and that it was helping. This committee wants to help unscramble 
these eggs if they are scrambled. It does not want to add to the con- 
fusion. 

We naturally are charged with the duty of seeing to it that the money 
is well spent and that something is done about these things. I agree 
with you that they perhaps do need a reclassification of these things. 
It would seem to me that most basic patents on steam engines would 
long since have been outlawed by age. 

Mr. Witu1aMs. Well, certainly some of them, of course, have been. 

Mr. Cievencer. Certainly. They could be separated. 

We have fought 2 wars trying to make the steam engine that was 
built 100 years ago work. We have helped at least 2 governments 
in Europe who do not want to move with the modern age and would 
rather fight their competitors than compete with them. That has 
been largely a factor for taking our Government into 2 wars in the 
last 40 years. 

I do not want any more of that, because there are fast-stepping high- 
skilled nations in Europe which are decades ahead of some of our 
people, who would rather have us engage in a war to destroy their 
competition than retool and compete with it. 

It is just that simple. I have been in the merchandising business 
all of these years, and I have seen it at firsthand. There are loo 
and I imagine some powerplants, almost as old as Stevenson himsel 
operating in the British Isles. We have moved long past that now, 
into a new atomic-power age which is right around the corner. If we 
have not spent $6 billion or $7 billion in vain, we soon will have. 
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I think the Patent Office and I think the National Bureau of Stand- 
ards should be geared up for this, So long as their requests are within 
reason I have no desire to take it away from them. 

Mr. Witt1aMs. I think when we get to the Patent Office, without 
taking too much time on that now, you will be rather pleased with 
the proposals there, because the new legislation which is being sug- 
gested will step up fees; and Mr. Watson, the Commissioner has very 
carefully explored the situation with the various patent organizations 
throughout the country to enlist their interest and support. I think 
it will be possible to institute a schedule of fees which will go much 
further than now toward making the Patent Office ae 
and if through appropriate legislation these funds are made available 
to the Patent Office it will be able to do some of these things we need 
to have done. 

Mr. Cievencer. Mr. Preston has a question. 

Mr. Preston. I just want to make this observation: It seems to me 
if the Patent Office has existed for all of these years and has not 
adopted some classification system it is worthy of being abolished. It 
is unthinkable that anything as elementary as that wont not have been 
adopted years ago. 

Mr. Witu1ams, I think, Mr. Preston, there has been something done 
along that line. Perhaps the way I stated it it seemed there had 
been nothing done. I do not think that is true. 

The point is that there needs to be a complete overall program 
on this classification system to bring it up to date now. 

Mr. Preston. Any category such as “steam engine,” “generator,” 
or whatever it might be, is such that it seems to me it would be abso- 
lutely necessary in the operation of the Patent Office that they should 
have it completely classified down to the most minute part. If they 
have not done that I do not know how we can help the Department. 

Mr. Witttams. There have been studies made that indicate that 
it would take about 2,000 man-years to do this reclassification job 
complete, and would probably cost $15 million to $20 million, which 
in turn would be soles a 10-year program, depending upon how 
fast it should be done. I presume, without knowing the whole back 
history, that probably the reason the classification system has not 
been kept right up to date is because of the matter of money. 

Mr. Preston. It seems, Mr. Secretary, that that would have been 
absolutely essential to have been done as a matter of course, and that 
they would have done that through the years. 

Mr. Witu1aMs. You cannot quarrel with me on that, because I agree 
with you 100 percent. 

Mr. Preston. I know it is not your fault. 

Mr. Witu1aMs. I think it is a good program. 

Mr. Crievencer. Personally, I think it is inertia rather than lack of 
money. 

Mr Weeasien: Maybe it is a combination of both, Mr. Chairman. 
There was the inertia with the lack of a crystal-clear recognition of 
how important it is to have a modern classification system right up 
to the minute. If there had been a clear-cut understanding, very 
likely the money would have been made available to have that kind 
of a system. 
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Mr. Cievencer. Well, we gave them the money. I think it was 4 
years ago, or 3 years ago, since Mr. Preston came on the committee. 

Mr. Preston. Yes. 

Mr. Cievencer. We gave them additional funds with the promise 
that they would do this. 

Mr. Preston. They were going after the backlog. 

Mr. Cievencer. They have gotten within practically $100,000 of 
their requests right along, back as far as 1950 or 1951. I think it 
was before that when we gave the new Commissioner additional help. 

Mr. Preston. You know, sometimes people do not want to get rid 
of backlogs. 

Mr. Wiru1ams. Of course they should not get rid of the backlog 
completely, because for the sake of efficiency you need a backlog. They 
tell me there—and it seems to make sense, although I certainly would 
not pose as an expert—that they should have a backlog of about 100,- 
000. Beyond that then the delays are too important, particularly in 
the kind of world in which we are living, where we need action on these 
things as fast as we can get it. 

Mr. Preston. Well, when you get rid of a backlog for all intents 
and purposes you destroy your evidence when you come to Congress 
for more money, you know. 

Mr. Cievencer. Sometimes the backlogs have backlogs. 

Mr. Bow. Mr. Chairman, I should like to ask a question. 

You say for the sake of efficiency they suggest a backlog of 100,000. 
What is the backlog now? 

Mr. 180,000. 

Mr. Bow. 180,000. 

Mr. Wuut1aMs. It is estimated it will be about 200,000 at the end 
of the fiscal year at the present rate of accumulation of cases they can- 
not get to. 

r. CLtevencer. Are there any comments, Mr. Coon? 

Mr. Coon. No. 

Mr. Crevencer. Mr. Sikes? 

Mr. Srxes. No. 

Mr. Cievencer. As a matter of fact, this is quite a committee. We 
give out no interviews. We attack none of these people who attack us 
with politics every time an appropriation comes up. We just try to do 
a good job so we can go on the floor and justify what you do need. 

eare glad to doit. But we have not always had that sort of a spirit 
coming out of the departments in their releases. We would like to 
encourage a spirit of cooperation and complete frankness with us. 

Mr. WittrAMs. You will certainly get it from us, Mr. Chairman. 

Mr. Crevencer. That is all we are Cakes for. 

Have you finished, Mr. Secretary ? 
me 5 — Yes, sir; I have finished. I would suggest you hear 

r. Kelly. 

Mr. Cievencer. Dr. Kelly. 


Nationa Bureau or STANDARDS 


Dr. Kerry. Mr. Clevenger and gentlemen, I do not have a prepared 
statement and I will attempt not to repeat the things of our report 
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that Mr. Williams gave. I think first I might say a little something 
as to the background of the committee and the way that we did the 
job, because the recommendations are no better than the competence 
of the people doing them and the amount they looked at the situation 
in order to evaluate it. 

Secretary Weeks called on Dr. Bronk, the president of the National 
Academy of Sciences, which is an agency that was set up in the time of 
President Lincoln, to help the Government in scientific matters, and 
myself, who happened to be a member of the Academy, for help in 
this matter. Both Dr. Bronk and I are members of the Secretary’s 
Visiting Committee. Last April he asked us to discuss the Bureau, 
at a rather appropriate time, I think, with what was going on then. 

We suggested to him an examination of this sort, because Dr. 
Bronk and I had made this same suggestion to Secretary Sawyer in 
the previous year in connection with the selection of the new Director. 
Secretary Sawyer turned to the Academy and asked that they rec- 
ommend to him three competent men for the directorship, when Dr. 
Condon left, and said that he would like recommendations from within 
the Bureau if there were someone competent in the Bureau and also 
recommendations from without. 

Mr. Bow. Dr. Kelly, may I interrupt you and ask if you will give 
some of your own background and that of Dr. Bronk, before you go 
forward with what your recommendations have been, for the record ? 

Dr. Kexry. All right; just as soon as I have finished this paragraph 
I will turn to that. 

Mr. Bow. That will be all right. 

Dr. Ketxiy. I headed a committee for the Academy that Secretary 
Sawyer had requested, for surveying the competent men for a director 
and that was a committee of five members of the Academy. We did 
what we think was a very thorough job on that, and came up with 3 
names, 1 from the Bureau and 2 from outside. The one from the 
Bureau was Dr. Astin. 

We gave our views on the pros and cons of each man in this report. 
From that Secretary Sawyer appointed Dr. Astin. 

But in connection with that examination and also from the back- 
ground of knowledge that I and some other members of the commit- 
tee had, from our work in Washington with the military and with 
the Bureau of Standards, we felt it appropriate to make this kind of 
evaluation, because, frankly, we were very concerned as to the imbal- 
ance in effort that had grown up because of this world situation we 
are in with the military, where the military effort in the Bureau was 
getting so large compared to that for the civilian economy that as a 
long-range thing we were sure that it had a bad effect for the civilian 
economy. We so told Secretary Sawyer; and in a letter to him con- 
firming this I recommended, in about June of 1952, that such a study 
be made. Well, he agreed in the discussions, and I think that 
the passage of time and what he thought might happen led him 
not to do it. 
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COMMITTEE TO EVALUATE FUNCTIONS AND OPERATION OF THE BUREAU OF 
STANDARDS 


So when the Bureau dilemma was ar gure in the spring and Sec- 
retary Weeks asked advice from Dr. Bronk and me as members of his 
Visiting Committee—and also Dr. Bronk as Chairman of the Acad- 
emy—we renewed this recommendation. Dr. Bronk and I suggested 
to him that since the scope of the science and technology of the Bu- 
reau was the breadth of the scope of the physical sciences and tech- 
nology and engineering of the country that this examination be made 
under the aegis of the recognized professional societies. Therefore, 
the Secretary of Commerce should address a request to the president 
of each of these organizations, asking that a representative be ap- 

ointed. He did send out a telegram on the 3d of April, in which 

e says: 

I have requested Dr. Detlev W. Bronk, President of the National 
Academy of Sciences, to appoint a chairman of a committee to evaluate the pres- 
ent functions and operations of the Bureau of Standards in relation to the pres- 
ent national needs. Dr. Bronk has already appointed Dr. M. J. Kelly, a mem- 
ber of the Academy of Sciences and president of the Bell Telephone Laboratories. 
They join me in my request to you as president of the Institute of Radio Engi- 
neers to appoint a member of your organization to represent your field of technol- 
ogy on this committee. As I am most anxious to have this study made at the 
earliest possible time, I shall appreciate your advising me as soon as possible of 
your selection so that I may promptly make the appointment and arrange with 
Dr. Kelly for an earlier meeting of the committee. I am also asking for member- 
ship from the American Institute of Physics, American Institute of Electrical 
Engineers, American Institute of Mechanical Engineers, American Society of 
Civil Engineers, American Chemical Society, and the American Institute of Min- 
ing and Metallurgical Engineers. 

(Signed) Srnciarr WEEKS, 
Secretary of Commerce. 


COMMITTEE MEMBERSHIP 


All of them responded favorably, and Dr. Lee A. DuBridge, presi- 
dent of the California Institute of Technology, was appointed by the 
American Institute of Physics; Dr. William L. Everitt, dean of engi- 
neering at the University of Illinois, and an expert in electronics and 
communications, was appointed by the Institute of Radio Engineers; 
Dr. James W. Parker, recently retired from the Detroit Edison Co., 
was appointed by the American Society of Mechanical Engineers; 
Dr. Kenneth 8. Pitzer of the University of California represented the 
American Chemical Society; Dr. J. Barkley Rosser of Cornell Uni- 
versity represented the policy committee of mathematics; Dr. Guy 
Suits of General Electric Co. represented the American Institute of 
Electrical Engineers; Dr. Clyde Williams of the Battelle Memorial 
Institute represented the American Institute of Mining and Metallur- 
gical Engineers; and Dr. Abel Wolman, professor of civil engineering 
at Johns Hopkins University, represented the American Society of 
Civil Engineers. Mr. John C. Green, appointed by the Secretary of 
Commerce, acted as our executive secretary. This is the group that 


started early in April. 
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To respond to your question, Dr. Bronk has been for years until 
recently the president of Johns Hopkins University. He is a dis- 
tinguished biochemist in his own right and took that administrative 
job at the time that Dr. Bowman who was president of Johns Hopkins 

niversity died. Dr. Bronk recently resigned from Johns Hopkins 
to go to the Rockefeller Institute to head all their activities. 

I myself have spent my whole professional career with the Bell 
System in New York City, first as a research man in the laboratories, 
and then as director of research, and then as executive vice president, 
and finally as president of the Bell Telephone Laboratories for the 
last 3 years. 

COMMITTEE PURPOSE AND PROCEDURES 


This is the makeup of the committee. We were to evalute the pres- 
ent functions and operations of the Bureau of Standards in relation 
to the present national needs. The committee got together and or- 
ganized the job in such a way that we would have experts covering 
each of the areas of work of the Bureau in teams, that is, two, and we 
gave the committee members the privilege of inviting in competent 
consultants for more detailed work in any of the particular areas. 

The work was divided by pairs into the 6 or 7 disciplines some 
men serving on 2 of the pairs, and I, as chairman of the committee, 
went through the whole gamut of things, going out to Boulder, Colo., 
and Corona, Calif., along with the teams. Then we had meetings 


and several consultants were used and canvassed our views and went 
and looked at additional things, and finally came up in October with 
the report that Mr. Williams has read from. 


TRANSFER OF FUNCTIONS TO DEPARTMENT OF DEFENSE 


Because of the interest in that matter at the Department of Defense, 
Mr. Kyes, Mr. Weeks, and I discussed that problem ahead of the 
formal report, with my assuring the Secretary that we were going to 
unanimously recommend the transfer of that weaponry work and the 
competent personnel—we consider it was competent personnel—with 
it, and the facilities with it, so that the work would not be interrupted 
by a change of bosses. With that background, Secretary Weeks and 

r. Kyes, representing the Department of Defense so far as I am con- 
cerned because it was with him I discussed it rather than Mr. Wilson, 
reached complete ement and the machinery was begun about the 
middle or first of July for the moving of that work to the Department 
of Defense. I think it was consummated and made a working thing 
in September. 


AUTHORITY FOR BUREAU ACTIVITIES 


The first thing that we did was to look at the functions and authori- 
ties therefor, so that we made a very careful study, as far as laymen 
can, of the law, and found that there was an original organic act 
around 1901, and then extensive amendments in 1950. e found 
that those two, taken together, gave the Bureau broad authority for 
all the activities that were there. There was nothing that was being 
done that was not appropriate under the authorities of the laws that 
had been passed. 
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FUNCTIONAL BREAKDOWN 


For our purposes in analyzing the Bureau, we took its six principal 

functions, which are: 
ur, the custody, maintenance and development of national stand- 

ards of measurement and related measurement problems ; 

(2) the determination of physical constants and properties of ma- 
terials; 
(3) the testing and the development of methods for testing ma- 
terials, mechanisms and structures; 

(4) cooperative activities relating to standard practices incorpor- 
ated in codes and specifications ; 

(5) advisory services to Government agencies on scientific and tech- 
nical problems; and 

(6) the development of devices to serve special needs of the 
Government. 

TRANSFER TO DEFENSE DEPARTMENT 


Of course it is under that latter one that the work that was being 
done for the Department of Defense in weaponry development was 
completely in line and proper so far as authority was concerned. 
To dispose of our views on that one, the Bureau of Standards does 
important services for the Department of Defense and the Atomic 
Energy Commission that ure auxiliary to its basic programs and fit 
the functions of the National Bureau of Standards. The development 
of weapons, while it is compatible with the qualities of the people and 
the facilities and the ability of the administration for the functions, 
the level of that work had grown up to such an extent it was fast 
engulfing the civilian functions. Since it seems it is a continuing 
thing, and since the big jobs—the proximity fuse job for Army 
Ordnance and the guided missile job for the Bureau of Ordnance of 
the Navy—were like jobs which the Department of Defense was 
handling themselves with industry—and in the fact in these two 
areas the Bureau was going to industry just as the Department of 
Defense goes to industry—we felt the transfer would be no detriment 
to the program. We felt it was a definite gain in the long run to ex- 
clude the Bureau of Standards except in time of war from developing 
weapons themselves, but along with other departments of Govern- 
ment it was, we believed, very valuable to the strength of the Bureau 
and to the orderly arrangement of things in government to use those 
expert facilities for certain auxiliary things having to do with stand- 
ardization and evaluation and operation of physical things, and that 
the Bureau should continue to serve the other departments of gov- 
ernment excepting those two large weaponry things and one large 
electronic thing that is pretty near completion. Besides having that 
in the report, I talked these things over thoroughly with Mr. Kyes 
and with his new Assistant Secretary of Defense (Research and De- 
velopment), Mr. Quarles, so that they knew the views, and I am 
hopeful that they are implementing our recommendation in seeing 
that that type of work continues to be done by the Bureau. So that 
work, about 40 percent of the expenditures of our fiscal year, went 
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out of the Bureau and I think in the long run for the good of the 
Bureau. 
ASSESSMENT OF BUREAU 


We looked critically at personnel, at facilities, and at the way the 
work was carried on, and we discussed with the various standard- 
ization organizations of the country the relationships of the Bureau 
of Standards with their functions, and, based on our judgments and 
what we were told by people who dealt with the Bureau, we came out 
with a unanimous belief that the Bureau was competent for its job 
and that its work was carried on on a high level of intellectual honesty 
and integrity, and that we had in the Bureau a framework that the 
Nation could well be proud of. We did say this: 


It is the committee’s considered judgment that our highly industrialized so- 
ciety requires a Bureau of Standards that is the finest that can be created. To 
the extent that the Bureau is weak or inadequate, our technologie society is 
handicapping itself. By the very nature of its functions the Bureau’s work must 
not be reasonably good; it must be superior. It is not sufficient to have fairly 
good standards of measurement; fairly good methods of testing materials, 
mechanisms of structures; or reasonably good determination of important phys- 
ical constants. The standards, the measurements, the test procedures must be 
the very best, the most accurate, the most reliable that can possibly be achieved 
at any given time, limited only by the state of the art at the time. It is thus 
more than a play on words to say that the “standards” by which the Bureau is 
judged must be the very highest and best. 


NECESSITY FOR KEEPING UP WITH TECHNOLOGY 


Well, we found that with the emphasis on defense problems and 
with the large amount of money that was there, the basic programs 
of the Bureau had not been expanded to keep step with the expanding 
breadth of technology. Considering the function of the Bureau as a 
referee so that small business had a place where there was fundamental 
information accruing that they could be sure was sound and right, 
and finding holes in the program and inadequacies in areas where 
something was being done, and looking at the great growth of our 
technology since 1938 and the small growth of the Bureau in these 
things, we were concerned that the Bureau of Standards, as time went 
on, was going to slip in its capacity for keeping in step with and cov- 
ering the whole scope of our science and technology just as it was 
coven the older fields that had experts and were continuing to do 
the work, 

Let us take as an example electronics. With the preoccupation of 
defense needs, the amount of work that the Bureau was doing in elec- 
tronics that is of interest. to the civilian economy was very small in- 
deed. They were occupie1 and doing a good job on electronic things 
feeding into the proximity fuse job and the guided missile job and the 
Tinkertoy job for the Bureau of Ordnance of the Navy. Beginning 
in 1947, or, actually, beginning in 1940, there were evidences that 
the solid state of matter was going to produce a new family of gadgets 
or devices that would revolutionize electronics. We are going to be 
able to do things by vacuum tubes, that, when treated properly, should 
last forever and take very little power. It will go into business, into 
banking, and into fields never dreamed of. There was substantially 
nothing being done in this area. The Bureau should be in that field as 
well as others. 


ADVISORY COMMITTEE RECOMMENDED 


We found enough of those inadequacies that we made the recom- 
mendation for strengthening the Bureau by increased personnel so 
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that it could encompass the development of new fields and could do 
its job, and in order that there be experts looking at these areas of 
need and of progress other than just the experts of the Bureau be- 
cause a man looking at his own job can see more to do than he is 
authorized to do. So we recommended that there be formed area 
committees which would look critically at each field and come up 
with objective recommendations of what was needed. We felt that 
these advisory committees were needed to wisely plan the coverage 
over these greatly expanded scientific requirements and that the 
judgment of people from the outside, coupled with Dr. Astin’s group’s 
udgment, would give a background that would be better than the 
we ground of just the Bureau alone, and also that their advice inter- 
ally to Dr. Astin and his people would be helpful. I understand from 
Dr. Astin and Secretary Weeks that that recommendation is in the 
process of activation. 

We did not want to look farther than the next 2 years. I might 
say parenthetically that even though the growth in the next 2 years 
is what we urgently recommended for, there will have to be develop- 
ment beyond that, but I am not looking beyond the 2 years and sug- 

est that it be done this year beginning July 1954 and the fiscal year 
ginning July 1955, and the appropriation that is suggested to you 
this year is the first step on that. 


COMPETENCY OF BUREAU STAFF 


We have great confidence in the scientists and technologists in the 
Bureau. This recent fiasco on a product has had a fine-tooth comb 
going over, and we have excluded that from our consideration. The 
general rating of the Bureau by the scientific and technical people 
of the country is that we have a fine institution but it is not big enough 
in its normal basic functions. With our preoccupation since the war 
this has not been adequately appraised by judicious expert people, 
and we have failed to keep the Bateon moving with the changes in 
technology. 


NEED FOR EXPANDING TECHNOLOGICAL SERVICES OF BUREAU 


In this calendar year the Nation is spending about $2.4 billion in 
research and development. About $1.3 billion is financed by the Gov- 
ernment primarily for military strength, but in that there are a lot 
of byproducts important to the civilian economy. We are spending 
at a rate of something like 7 to 10 times the rate we were spending 
for research and development in 1938 for military development; the 
Bureau has not kept up with that and there are holes in its program. 
There are areas that are inadequately staffed and I say very feelingly 
as one who can appreciate that that no money can be better spent than 
by bringing the Bureau at least to its minimum size in keeping with 
technological developments. The free world relies on us and it does 
not seem in balance that the Bureau of Standards is not in position 

to keep in step with the technological developments of the Nation. 

Thank you. 

Mr. Witt1ams. Do you want to question Dr. Kelly or move on? 

Mr. Crevencer. Any questions? 

Mr. Bow. No questions at this time, Mr. Chairman. 
Mr. Preston. None. 
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Mr. Cievencrr. I have only one concern myself and that is that the 
national defense and weaponry development does not suffer. Now 
that the responsibility has been turned over to the Defense Depart- 
ment, it should be recognized that they must not go to sleep. 

Dr. Keiiy. I have known this proximity fuse business since it 
started in 1940 or 1941, and the Bell Telephone Laboratories this year 
will do some sixty-odd million dollars of research for defense, so 
I know the inside of the military jobs and I can assure you, in the 
first place it was in very good hands, and I am sure the Department 
of Defense will handle this properly. 

Mr. Stxes. Am I to assume that when we get down to breakdown of 
funds we still will have opportunity to question Dr. Kelly or the 
Secretary ? 

Mr. Cievencer. I imagine if you have any questions directed to 
them you should ask them now. 

Mr. Srxes. Will they be here during the discussion of the breakdown 
of funds for the Bureau of Standards? 

Mr. Wuatams. I will be here. I think Dr. Kelly is the one who 
should be questioned now if there are any questions of him. 

Dr. Ketriy. I am due at the Pentagon. 

Mr. Srxrs. I shall forego questions at this time. 

Mr. Crevencer. We thank you, Dr. Kelly, for your interesting 
discussion, 


NATIONAL BUREAU OF STANDARDS 


WITNESSES 


DR. A. V. ASTIN, DIRECTOR 
N. E. GOLOVIN, ASSOCIATE DIRECTOR FOR ADMINISTRATION 
W. W. BOLTON, JR., BUDGET OFFICER 


We will now take up the details of the National Bureau of Stand- 
ards, beginning on page 138 of the committee print and page 1200 of 
the justifications. We will include page 1209 for the record. 

(The page referred to is as follows:) 


Summary of requirements 


uct: 
Nonrecurring items (relocation of CRPL) —440, 000 
Base for 1955... __-.- $6, 000, 000 


Net difference, 1955 over 1954: 


By Appropriation increase (+ 
decrease 


Operation and administration 
Research and 
Radio pro’ tion and standards 
Construction of laboratories.................-....-.- 


| 
Requirements 
Difference 
adjusted estimate 
$1, 000, 000 | $1, 200,000 | +4-$200, 000 
3,000,000 | 4, 200, 000 |+1, 200, 000 
0 115,000 | +115, 000 
Total 6,000,000 | 8, 115,000 |+2,115,000 +2, 115,000 
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Mr. CievencER. This reflects a total request of $8,115,000, or an 
increase of $2,115,000 over the appropriation for the current fiscal 

Doctor Astin, will you explain this request ? 


GENERAL STATEMENT 


Dr. Astin. Before discussing this specifically, I would like to com- 
ment briefly on some of our activities during the past year. The 
shift in the weaponry work and some other things in specific jobs we 
were doing for the Department of Defense have changed our total 
operating ‘evel from about $48 million to about $20 x, and the 
staff from about 4,800 people to about 2,700 people. 

This general change in our operating level, including the shift of 
the weapons program, has made a number of problems, but we think 
now we are taking care of the administrative changes both in our 
organization and in the two laboratories doing weaponry work, and 
things are running reasonably smoothly in all three organizations. 


TRANSFER OF WEAPONRY WORK 


Just to make it a little clearer about this shift of the weaponry 
work, the largest group was located at our laboratories here in Wash- 
ington, and those people are now working essentially in the same 
buildings. The tt difference is that they are now an agency of the 
Army Ordnance Corps rather than the Department of Commerce. 
The other group is located in a laboratory at Corona, Calif. This 
committee provided us the money some years ago to convert part of the 
hospital at Corona to our use. That has been transferred to the Navy 
and is operating as an agency of the Navy’s Bureau of Ordnance. 


RECOMMENDED BUDGET INCREASE 


The other recommendations made by Dr. Kelly’s committee have 
rovided us a lot of opportunity for study and action, and we are 
oping to implement all recommendations made by the committee. 

The most important is the general operating level of the organiza- 
tion, and the budget that you have before you today is in accordance 
with the recommendations made by this committee. The committee 
found inadequacies in the technical programs in all of the Bureau’s 
technical divisions and this increase will be used in all 13 of our 
technical divisions. In addition, the increases occur in all of our activ- 
ity classes—that is, our activity classes of research, development, 
testing, and general technical services—there are increases in all those 
classes and in addition there are increases in each of our three 
appropriations. 
LENGTH CALIBRATION OF GAGE BLOCKS 


There is one technical area I would like to discuss briefly and 
show you an exhibit on it. In past years I brought a number of 
exhibits down but I decided to limit them this year and just show 
you a few. One that I have is representative of our most basic ac- 
tivity, that of length calibration, length calibration of gage blocks. 
Precision dimensional control makes possible interchangeable parts, 
and control of the dimensions of items made in mass-production 
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rocesses requires use of working standards so that objects measured 
in one laboratory or in one part of a plant will match measurements 
made in some other plant to provide industry the stability it needs. 


LABORATORIES AT CORONA, CALIF., AND BOULDER, COLO. 


Mr. Crievencer. Are we to understand the Corona base is com- 
pletely operated by the Navy ¢ 

Dr. Astin. Yes. 

Mr. Ctevencer. And Boulder, Colo. ? 

Dr. Astin. The laboratory at Boulder, Colo., is being built to 
provide space for our Central Radio Propagation Laboratory. It is 
a unit which is supported by our appropriation for radio oo 
and standards. This is still a basic and important part of the Bureau 
of Standards. That laboratory is scheduled for completion about 3 
months from now. 


LENGTH CALIBRATION OF GAGE BLOCKS 


On this [demonstrating] are two master gage blocks one-tenth of 
an inch in thickness. These two gage tists are almost the same 
thickness. One measures the difference in length by optical means and 
it is possible to show that very easily by placing the upper glass on 
there in such a way that there is a wedge of air film which produces 
light interference fringes, and you will note that the fringes on the 
two blocks do not line up. That means one block is different in length 
by about one-half a wavelength of light. That is the technique we use 
for determining the thickness of these blocks. They are held together 
by the process known as wringing; that is by forcing them together 
so that they are held together by molecular attraction. 

Mr. WituiaMs. I asked Dr. Kelly to translate one-half of a wave- 
length of light—— 

Dr. Astin. A wavelength of light is about 20 millionths of an 
inch. 

Here are angle gage blocks. My reason for showing you this par- 
ticular exhibit is twofold. First, it is a very basic function which we 
furnish to American industry; and secondly, the service is not now 
adequate to meet the demand placed on us by industry. At the present 
time we certify master gage blocks to a precision of about a part in 
100,000. Some industries now want us to certify these to a part in a 
million. We cannot do this at the present time for a number of 
reasons. In the first place, the material out of which the gage block 
is made is not sufficiently stable, due to corrosion and various things; 
and, secondly, we have to have improved methods of leveling and 
polishing the surfaces of these gage block; and, third, we have to 
improve our measurement techniques themselves. We have started 
work on this particular problem on a very moderate scale but it re- 
quires extensive research on these three fronts I have mentioned to 
na the precision with which we can certify the master gage 

ocks, 

Mr. Cievencer. That has a Swedish name on it. Is that the name of 
the manufacturer of the metal or of the block ? 

Dr. Astin. Of the block, which is an invention of a Swede. It is 
called the Johannsen block. Sweden is the leading producer of these 
blocks, but we have made gage blocks in larger quantities. 


| 

| 

| 
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AUTOMATIC PRODUCTION OF ELECTRONIC EQUIPMENT 


The other exhibit which I planned to show you today is illustrative 
of the type of work which we do for other Government agencies, 
the Tinkertoy project Dr. Kelly mentioned to you. I will show you 
this if you have the time for it. In our opinion it is a very important 
development and of rather significant value to American industry, 
the electronic industry particularly. 

Mr. Wittrams. I asked Dr. Astin what he thought the implications 
of this Tinkertoy would be in dollars to the national economy in the 
next decade. Of course, it is a kind of a silly question, but he said, 
“At least I can say it will be worth billions of dollars to the American 
economy in the next decade.” 

Dr. Asrrx. The electronic industry at the present time is something 
in excess of $5 billion a year, and our military program depends on it 
extensively for new weapons, fire-control systems, communications 
controls, guided missiles, proximity fuses, and so forth. In our 
civilian economy the largest things are radio, television, and com- 
munications generally. 

The electronic devices are customarily assembled by hand methods. 
There have been attempts to devise automatic methods but due to 
the large variety and complexity of the components which make up 
an ordinary piece of electronic gear, it has been most difficult to devise 
automatic machinery to assemble them. Our approach was to get a 
standard building block, which is a small ceramic wafer, and make 
this ceramic wafer integral with a number of standard repetitive 
components in electronic devices. By using certain techniques, one 
can make a wide variety of different types of building blocks but all 
of the same geometrical shape and all keyed to fit into an automatic 
process. 

Then these standard building blocks are assembled into little sky- 
scraper models like this [indicating]. This provides the unit build- 
ing of one stage of an electronic circuit. 

These things may all be processed by automatic machinery. They 
can be assembled into this form [indicating] by automatic machinery. 
Then one ends up with a complete electronic equipment which is 
built almost entirely by this automatic process. It will look like 
this [indicating]. 

This [indicating] is its counterpart, which is built by conventional 
methods. The one in my right hand is a piece of military equipment 
used by the Navy in large quantities and the one in my left hand is 
the same thing, performancewise, but built by this process which is 
adaptable to the automatic technique. 

e advantages of this approach are manifold. First is the uni- 
formity of the product built by this automatic method, which includes 
100 percent automatic checking and testing throughout the produc- 
tion line. It is much more uniform than items built by the conven- 
tional hand method. 

Furthermore, it appears possible that by this approach one could 
evolve standard pion for repair and assembly of this electronic 


device, which would make the repair and maintenance job much easier. 
I could go on with this, but I think this gives you a general idea 
of what this development consists of. 


| 
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At the present time there is considerable interest in it by the elec- 
tronics industry, and of course information on it is being made freely 
available to industry. It is expected that further exploitation and 
development will be done in private industry through this start that 
the Government has given it. 

These are but two examples, Mr. Chairman, of our technical ac- 
tivities during the year. 


ADMINISTRATIVE PROGRAM 


I think it would be desirable also to make some reference to our 
administrative program. I have mentioned our major administrative 
problems in recent months, and adjusting our program in line with 
some of the Kelly committee recommendations. 

You referred earlier to the studies made of the National Bureau of 
Standards by a group from your committee some years ago. The 
suggestions which were made as a result of that study have been a 
matter of great concern to us and I think we have taken action to im- 
—_ the situation in every case where we are aware something can 

one. 

For example, the window-washing that has been talked about pre- 
viously. It is a little housekeeping item, but on things of that sort 
we now run our maintenance operation on a schedule basis. That is, 
each building of the Bureau is scheduled for a window-cleaning job, 
or a repainting job, at some given time in the future, and none of them 
gets neglected. The frequency with which we get to them of course 
depends on the money we have available for administrative opera- 
tions. At least we think that we are taking care of things of that 
type on a businesslike basis, and in helping us in that direction I think 
the directions and studies made by this committee have been very 
valuable. 

TOTAL FUNDS AVAILABLE TO THE BUREAU 


Mr. Cievencer. Dr. Astin, how much do you estimate the Bureau 
of Standards will receive from other agencies during the fiscal year 
1955% Do you have a figure on that? 

Dr. Astin. Our total current rate is about $20 million a year, in- 
cluding $14 millions from other agencies but our total expenditure 
rates for this fiscal year will be about $26 million, we estimate, and 
that is because of this shift of the weapons program which we talked 
about, which did not take place until the end of September, so we 
were at a higher rate for the first 3 months. 

Mr. Cievencer. My question was for the fiscal year. 

Dr. Astrn. We have no solid basis for anticipating any change, 
either higher or lower, for the next fiscal year. 
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OPERATION AND ADMINISTRATION 
Amounts available for obligation 


| 
1953 actual 1955 estimate 


Po ee ae $1, 351, 000 $1, 000, 000 1,4 200, 000 
Obligations incurred... 1, 180, 444 | 1,000,000 | 1, 200, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 

$460, 383 $492, 400 $599, 600 
2. Maintenance and operation of buildings and grounds... 315, 617 257, 600 300, 400 

3. Alterations and improvements. .....-...-.....---.---.-.--- 404, 444 250, 000 300, 000 
ee eee 1, 180, 444 1, 000, 000 | 1, 200, 000 


Obligations by objects 


| 
Object classification | 1953 actual 1954 estimate | 1955 estimate 


NATIONAL BUREAU OF STANDARDS 
07 Other contractual services... ...............---....--...-- $1, 013, 844 $1, 000, 000 $1, 200, 000 


ALLOCATION TO PUBLIC BUILDINGS SERVICE, GENERAL 
SERVICES ADMINISTRATION 


SUMMARY 
07 Other contractual services (obligations incurred) --__-..--- 1, 180, 444 1, 000, 000 1, 200, 000 


Analysis of expenditures 


; 1953 actual | 1954 estimate | 1955 estimate 
? 
2 Unliquidated obligations, start of year__..__.............._.-- $106, 323 $238, 810 $152, 810 
; Adjustment in obligations of prior years 254, 819 
- Obligations incurred during the year........................-- 1, 180, 444 1, 000, 000 1, 200, 000 
' 2 1, 541, 586 1, 238, 810 1, 352, 810 
uct: 
Obligated balance carried to certified claims account... 
¥ Unliquidated obligations, end of year-_.................-- 238, 810 152, 810 170, 810 
1, 301, 991 1, 086, 000 1, 182, 000 
Expenditures are distributed as follows: a 
Out of current authorizations. -..._..................-..-.- 968, 743 869, 000 1, 043, 000 
Out of prior had 333, 248 217, 000 139, 000 


88 


Mr. Cievencer. We will now take up the item of “Operation and 
administration.” It appears on page 139 of the committee print and 
1213 of the justifications. 


SUMMARY OF REQUIREMENTS 
We will insert page 1213 of the justifications in the record at this 
int. 


(The table referred to follows :) 


Appropriation, 
Net difference, 1955 over 1954: 


Requirements Difference, 

By activity 

1954 1955 crease (—) 

estimate estimate 

Administration. $492, 400 $599, 600 +$107, 200 
Maintenance and operation of buildings and 

a ee 257, 600 300, 400 +42, 800 

Alterations and improvements... 250, 000 300, 000 +50, 000 

1,000,000 | 1, 200, 000 +200,000 +200, 000 


poo 


Dr. Astin. This appropriation is applied to our administrative 
costs. Our administrative costs are, of course, shared by the working 
fund projects which we have at the Bureau so that administrative 
rein are financed both by this appropriation and by our working 

unds. 

The amount appropriated this fiscal year was $1 million; we are 
requesting that it be raised to $1,200,000 for the next fiscal year. This 
increase will keep essentially the same ratio of the distributable part 
of this appropriation to the projects financed by the technical appro- 
priations-—“Reseatch and testing, and radio propagation and stand- 
ards. 

This appropriation is broken down into three activities: Adminis- 
tration, maintenance and operation of buildings and grounds, and 
alterations and improvements. The first 2 of these, which consti- 
tute three-fourths of the appropriations this year, are considered 
distributable items in that these first 2 activities are also supported 
by all of the working funds that we get to carry out other projects. 

The other activity, alterations and improvements, is not a distribut- 
able item, and is not supported by our working funds. 


NEED FOR INCREASE IN 1955 


The increase is related directly to the increase we are asking in the 
2 technical appropriations because an increase in the level of our 
technical activity supported by those other 2 appropriations will 
require corresponding increases in the administrative activities which 
service the technical program. 

Mr. CLevenGerR. Do you have any questions, Mr. Bow? 

Mr. Bow. No; I believe not at this time. 

Mr. Cievencer. Mr. Coon. 


Summary of requirements 

i 

4 

i 


89 


Mr. Coon. I understood Mr. Kelly to say that 40 percent of the 
work went out of the Bureau. According to this request for your 
Bureau it will be up 25 percent. Is not that quite a substantial 
change 

Dr. Astin. Considering all 3 of our appropriations together, this 
request will essentially put us at the same level we were in the fiscal 
year 1953. As a matter of fact, with only 2 or 3 minor exceptions, we 
will reactivate projects now in abeyance, which we had to cut out to 
comply with the cut in our budget this fiscal year. 

The $8 million requested for the fiscal year 1955 is, as I said, essen- 
tially the level we were at in our basic program in the fiscal year 1953. 


FINANCING OF WEAPON DEVELOPMENT PROGRAM 


Mr. Coon. You will reactivate other programs to bring up the 40 
percent taken out of the Bureau this year? 

Dr. Astin. The big piece taken out relates primarily to the weapon 
development program. When that was taken out the staff went with 
it. The same people are now doing the weapon development work in 
the same laboratories as we were doing it before, but it is now no longer 
a part of our program. It has made a very substantial decrease in the 
level of program we have to administer. 

Last year we were at a $48 million a year level. This year it is at 
about $20 million. Not all of that was the weapons program, but the 
larger part of it was. 

Mr. Bow. How much of the budget of 1954, or last year, was used to 
finance the work now transferred to the Department of Defense? 

Dr. Astin. None of this budget. None of the moneys from the three 
appropriations given to us was used to finance the program which 
we did for the Department of Defense. They paid all of their own 
costs. 

Mr. Bow. That was all reimbursable ? 

Dr. Astin, Correct. 

Mr. Bow. So this 40 percent that has been taken out was all reim- 
bursable funds and was not under the budget that we have before us? 

Dr. Asttn. That is correct. 


TOTAL FUNDS AVAILABLE FOR OPERATION AND ADMINISTRATION PROGRAM 


I should perhaps say by way of clarification that this budget for 
operation and administration is not our total cost of operating and 
administering our program. It is added to by overhead charges on 
the funds we get from other Government agencies, so our total oper- 
ation and administration expenditures are substantially greater than 
indicated here. But the additional amounts are taken from the work- 
ing funds. They are naturally less this year because of our decreased 
level of activity. 


INCREASE IN POSITIONS FOR FISCAL YEAR 1955 


Mr. Crevencer. I note on page 1215, adjusted positions, 1953, 156 
at a cost of $1,163,603. For 1954, the current > ape the number is 153 
for positions with an average number of 138. 


here is an increase now 


4 
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to 190 for the coming year with 171 average. Is that the contemplated 
increase ? 

Dr. Asttn. That is correct. 

Mr. Cievencer. Is that because of the staffing of these functions 
that Mr. Kelly spoke of that have been inadequately staffed ? 

Dr. Astin. No. This is referring only to staffing in part of our 
administrative program. The thing that Dr. Kelly is primarily con- 
cerned about is the inadequacy of our technical program and the 
technical staff that we have. 

Mr. Cievencer. You request 41 more this year than you had in 
fiscal year 1953. In 1953 you had an average of 130 and for 1955 

— an estimate of 171. You expect to get back to the 1953 
eve 

Dr. Astry. I said that it has been substantially the same. TI should 
indicate there is one complication in this whole business of analyzing 
our administrative program which we have brought to the attention 
of this committee before. That is the fact that the working fund 
projects pay a larger pro rata share of administrative costs than does 
our direct appropriation. If we consider that we have two technical 
jobs and one is financed by our direct appropriations and the other by 
the working funds, and each of those technical jobs requires admin- 
istrative services to be performed for it, our total administration and 
operation activities are such that the appropriation for operation and 
administration provides less than its share of the administrative costs, 
and we have to charge the other Government agencies that ask us to 
do work for them a relatively higher overhead rate than we charge 
ourselves. It is because of this that some of these figures here lose 
their significance. The increase here, of course, represents the fact 
we are taking a little bigger share in 1955—if this is the budget given 
us—than we did in 1953 of the administrative program. ere is @ 
shift to personal services rather than other objects. 

Mr. CLevencer. You can see the question that it would raise with 
us. 
Dr. Astry. Yes. From our current estimate we could do the job 
better by a shift in 1955 toward personal services and away from other 
objects. That is reflected in the budget figure here. 

r. CLEvENGER. Do you have any questions, Mr. Preston? 


LACK OF CONGRESSIONAL CONTROL OVER FUNDS RECEIVED FROM 
OTHER GOVERNMENT AGENCIES 


Mr. Preston. It is the same old program that we are faced with 
every year, and that is, lack of control we have over the Bureau of 
Standards’ appropriation by virtue of the fact you have so much 
transferred money or reimbursable projects. 

Now, you just disclosed a good example of it. You spend at a 
higher rate on reimbursable money than you do on your own direct 
appropriations. 

r. Astrn. That is right. 

Mr. Preston. Therefore, it points out the fact that we do not have 
rigid control over the appropriations of this agency. I do not know 
what the answer is, Mr. Chairman, as long as they get more money 
from other agencies than we appropriate. As long as they do that, 
we are at the mercy of administrative decisions. As a matter of fact, 
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if we were to try to apply some economies—just for the sake of dis- 
cussion, a 20-percent cut to this agency—there would be nothing in the 
world to prevent the Bureau of Standards from doing a little staff 
negotiation with the Navy, or somebody, and saying, “Look, fellows, 
come to our rescue. We might lose 2 or 3 of our important men here. 
You better give us a project.” The Navy would say, “All right; we 
will give you a project. We are interested in this thing anyway. 
Maybe we will not have it done this year, but we will give you $5 mil- 
lion to start this project.” 

So then you would not have to put into effect any reductions by 
virtue of the appropriations we make. You would just be going to 
some other source to get the money that we denied. I do not know 
what the answer is. 


USE OF BUREAU FACILITIES BY OTHER AGENCIES 


Now, with regard to the funds that you get, let us say, from national 
defense, are they appropriated to the Air Force for research with a 
view toward being used at the Bureau, or maybe private industry ¢ 
Is there an administrative decision there as to where this research fund 
will be spent ? 

Dr. Astin. It is in general an administrative decision within the 
Department of Defense ; yes. 

The Department of Defense has established rather rigorous stand- 
ards covering the problem of transferring work to other Government 
agencies. As I recall them, they are essentially as follows: 

First, the agency to which the project is transferred should be doing, 
routinely, related types of activity. 

Second, this agency should be able to take on the job with greater 
objectivity, or efficiency than could some other organization. 

Third, no Government laboratory should be put in a position of 
competing with private industry. 

Now, the Department of Defense is applying these standards rather 
rigorously to jobs they transfer to other Government agencies, and 
we are, of course, cooperating with them, with the Secretary’s office, 
in applying these standards, and I think, in general, we adhere to them 
rather rigorously. 

They are fairly reasonable standards governing the transfer of 
work to other agencies, and we are doing our best to follow them. 

Mr. Preston. Did the Kelly Committee mention anything about 
whether or not you were doing work that should be done by private 
laboratories 

Dr. Astin. No. Their recommendation with respect to jobs we do 
for Department of Defense agencies covered essentially two problems: 
First, the weapon work which they recommended be transferred back 
to the Department of Defense, and that has been done; second, they 
recommended continued use at essentially the same level by other 
agencies of the Department of Defense and the Atomic Energy Com- 
mission, the facilities of the National Bureau of Standards. Their 
conclusion was for us to do this work for those other agencies where 
it was mutually advantageous. It was to help our basic program by 
the opportunity of cross-fertilization, and if we were able to do a job 
well for the Department of Defense, and if both agencies—the Depart- 
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ment of Defense and the National Bureau of Standards—benefited 
from the transfer, they recommended the continuation of that. 

As for the nondefense agencies for whom we do quite a bit of work— 
the Treasury Department, the Department of the Interior, the Gen- 
eral Services Administration—the Kelly committee recommended that 
they increase the use of our facilities. 

Mr. Preston. You do not have two standards within your Bureau as 
to personnel—personnel employed by the direct appropriation and 
personnel employed by the transfer of funds? 

Dr. Astin. No, sir; they are all treated the same way. 

Mr. Preston. They are all on the same basis? 

Dr. Astin. Yes. 

Mr. Preston. The salary schedule is the same also? 

Dr. Astin. Yes. Even in the reduction-in-force schedules the rules 
apply the same to both groups of people. 

Mr. Preston. Across the board ¢ 

Dr. Astin. Across the board. 


AVOIDANCE OF DUPLICATION IN RESEARCH 


Mr. Srxes. I noted, as I have previously, references to the develop- 
ment of particular projects in scientific research that have also been 
discussed in other committees by other branches of the Government, 
notably the Department of Defense. I realize full well that no one 
man, or group of men, can have all the information that is available 
about the paca mages of any particular new piece of technical 
equipment, but what steps do you people take to avoid duplication 
in the development of projects of the type you have shown us this 
morning ¢ 

Dr. Astin. Well, in the first place, I think that I can say scientists 
and engineers, by their oe’ nature, do not want to none what 
somebody else is doing. ‘They are creative individuals generally 
interested in doing original work, so they are inclined to shy away 
from a job that somebody else may be doing. 

Now, administratively, there are a number of reviews which are 
made to make sure to keep the duplication down. I cannot say that 
there is no duplication, but most certainly there are all sorts of 
efforts made to keep it to the absolute minimum. 

Mr. Srxes. Will you amplify that answer in more detail? 

(The following information was subsequently supplied :) 

The steps that are taken to avoid duplication are of two general kinds. The 
first is to assure as wide distribution of knowledge concerning developments in 
the various scientific fields as possible so that each individual scientist keeps 
abreast of the advances in his specialty and is aware of work going on in other 
laboratories and its relation to the project on which the scientist may be as- 
signed. Secondly, there are administrative reviews at various levels of the Gov- 
ernment which assist in avoiding duplicate efforts. 

The following of the results of scientific research and development is accom- 
plished by making available various journals of the professional societies and 
other publications which report on the work of other laboratories. The periodic 
meetings of professional societies where there are papers presented dealing 
with current work, as well as the opportunity to exchange informally informa- 
tion on progress of research of various kinds, assist the staff in being aware of 
efforts of a related nature. As indicated above, it is the normal inclination of 
research scientists to avoid duplicate efforts since, for example, their profes- 
sional advancement and reputation is most often enhanced by original work. 

At the Bureau, the process of determining the projects to be included in the 
program is participated in by project leaders, section chiefs, and division chiefs. 
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The Associate Directors and the Program Review Board assist the Director in 
making decisions concerning the initiating or continuation of the projects at the 
Bureau. The program of the Bureau each year is set forth in a detailed com- 
pilation of the active projects indicating the objectives and background of each 
project to be worked on. Copies of the active project list will be supplied to the 
committee if desired. This active projects list assists in acquainting persons 
outside of the Bureau with the content of the Bureau's work and contributes to 
the objective of avoiding any duplicate effort. 

The Bureau submits its program for review by the Bureau of the Budget down 
to the project level of detail, supplying descriptions of projects and their ob- 
jectives as well as the amounts of funds devoted to each in the past and requested 
for the future. 

The Bureau is aware, in general terms, of similar administrative processes 
concerned with reviewing the initiation of technical work in other government 
agencies. Concerning the projects for which other agencies request the NBS 
to provide service, in addition to whatever review they have had in the other 
agency prior to the request transmitted to NBS, the decision to accept the project 
at NBS is subject to the same kinds of detailed review as described above. 


PARALLEL APPROACHES TO DIFFICULT TECHNICAL PROBLEMS 


Mr. Srxes. Do I understand that the particular items which you 
showed us this morning were developments by the Bureau of Stand- 
ards which are not being duplicated by other agencies ? 

Dr. Astin. There have been several efforts by different agencies 
of the Department of Defense to achieve automatic production of elec- 
tronic equipment, but each of the attempts used different techniques 
and 2 nee As a matter of fact, that is one of the conventional 
ways of solving a technical problem, if it is a particularly severe one— 
to make parallel approaches to the objective, but using different tech- 
niques in each of them. The NBS project, I think, is generally reeog- 
nized as the most successful approach to this problem; that is, it 
achieves a number of desired characteristics which are necessary if 
one is to have successful automatic production of electronic equipment. 

Now, in carrying out this particular job we had considerable as- 
sistance from industrial laboratories; that is, industrial laboratories 
built the machines that provide part of the production line which is 
building these things by automatic methods. 

Another organization designed and built the automatic checking 
equipment, and another organization outside of Government has 
shown that the design is extremely flexible, that is, the same machines 
can be converted from the building of a piece of civilian electronic 
equipment like a television set to building a piece of electronic equip- 
ment for military use in a matter of just a few hours. 

Mr. Srxes. That is something that is of particular interest to the 
Department of Defense and is going to be of great interest generally. 
Are we now at the stage where we can see some monetary benefits from 
your efforts? 

Dr. Astin. Very much so; yes. This process is now being used to 
build one piece of military equipment by automatic methods. 

Mr. Stes. Is that for field use or trial use? 

Dr. Astin. It is my understanding it is to be standard equipment. 

Mr. Sixes. Has it passed the testing stage only or it is now in actual 
use ¢ 

Dr. Astin. No. They are building these in very large quantities 
now, and this one device has passed most of the tests that it has been 
subjected to. At the present time they are building these mainly to 
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get cost data as a basis for future planning. Equipment can be built 
y this technique much cheaper. 


SAVINGS TO GOVERNMENT BY NBS DEVELOPMENTS 


Mr. Sixes. In view of the costs of building military equipment 
nowadays, how much would you estimate from the use of develop- 
ments already being made, such as this that = have shown us, that 
you have saved to the Government? Would it omg several 
year’s operations by the Bureau of Standards? Have you thought 
about that? 

Dr. Astin. We have thought about it. It is a most difficult thing. 
There are too many variables. We have taken a few isolated cases 
and analyzed them. For instance, a job that we did for the Treasury 
Department. 

Mr. Sixes, Of course electronics have been one of the most costl 
items in the defense buildup since the Korean war started, and will 
continue to be a very costly item in maintaining that defense. If we 
are able to make a substantial use of these devices we should be able 
to save a lot of money. When you buy electronics in $100 million 
lots, which we have done on a number of occasions since 1950, it ob- 
viously is important to seek new types of equipment and new manu- 
facturing processes. 

Dr. Astry. This appears to have rather important consequences 
in that direction. At the present time the Navy is still studying the 
potential savings, so I would be most reluctant to give any specific 
answer. 

Mr. Srxes. But you are not sure. Do you think you have? 

Dr, Astin. We are really not sure; we are not positive. 

Mr. Sr«zs. I think we are entitled to know if you can find any 
specific savings that have resulted in government by this type of 
work. I personally would be interested in knowing if you can locate 
anything for this record. 

(The following information was subsequently supplied :) 

As a part of evaluating future uses of mechanized production of electronics, 
the Navy has conducted a cost analysis. This analysis pertained to a widely 
used, typical subassembly of military electronic gear. Based on equivalent 
standards of performance, weight, and packaging, there was a cost reduction of 
40 percent compared to conventional methods of production. The possible appli- 
eation of mechanized production to a fraction of the military electronic pro- 
curement program indicates savings of many millions of dollars each year. 
However, in terms of military preparedness, the critical factors are flexibility 
of changeover, reduction in lead time, and simplified maintenance. It was as an 


industrial preparedness measure that the Navy Bureau of Aeronautics spon- 
sored project Tinkertoy. 


REDUCTION IN TOTAL PROGRAM FROM WEAPONS TRANSFER 


Mr. Sixes. You have talked about the shift of the weapons work. 
If that work formerly was done in your department, has it now been 
shifted to the Department of Defense ? 

Dr. Asrry. That was financed by a transfer of funds to us from 
other Government agencies. 

Mr. Srees. And this shift does not reflect any change in your budget 
position 


= 


95 


Dr. Astin. Not here, but it represents a shift in our total program. 

For example, last fiscal year we operated at a level of about $48 
million, of which $8 million was provided to us by direct appropria- 
tions and the other $40 million came to us by transfers from other 
Government agencies. This current fiscal year, which includes the 
transition period, our estimate is that we will operate at a level of 
about $26 million, of which $6 million will be appropriated to us 
directly and the other $20 million by transfer to us. 

Mr. SrKes. Does that have any effect on your request for funds 
from the Congress? Does it make it any higher? 

Dr. Astin. No, sir. The work we do for other Government agencies 
is in response to requests from them to handle needs in their programs, 
It does not cover, or take care in any way of our ability to carry out 
cur basic functions, which are financed by direct appropriations. 


RETURN TO 1953 LEVEL OF OPERATION 


Mr. Srxes. I notice that you are asking this year for something over 
$8,000,000 as compared to $6,440,000 last year and $8,232,000 in 1953. 
Does that mean that you are now going back to the level of 1953 
operation ? 

Dr. Astin. Yes. 

Mr. Stxes. Were your scientific developments hampered by a reduc- 
tion of funds in the fiscal year 1954? 

Dr. Astin. Yes. There are a number of things that we had either 
to curtail or terminate. 

Mr. Sixes. If you were to continue on the 1954 level through 1955, 
would you continue to be hampered, and if so, in what way? 

Dr. Astin. Yes. There are a number of jobs now waiting which we 
would like to be able to resume next fiscal year. One is more vigorous 
work on this length calibration problem which I referred to earlier. 
Another example of a job which is completely dormant now is one 
involving equipment and techniques for the precision measurement of 
the mass of atoms. We have designed a complicated but extremely 
valuable mass spectrometer which is a device to analyze and measure 
the mass of atoms, and this particular project is shelved this vear 
We are not doing anything on it. 


AMOUNT REQUESTED OF BUDGET BUREAU 


Mr. Srxes. How much money did you ask the Bureau of the Budget 
to approve for your presentation to the Congress this year? 

Dr. Astin. It was $8,900,000 for the basic program, plus this 
$115,000 of construction. 

Mr. Srxes. Will this $8,115,000 request permit you to operate again 
- aren the same level as you did in fiscal year 1953, or at a higher 
evel ? 

Dr. Astin. It will be approximately at the same level as 1953. 


EMPLOYMENT, 1953, 1954, AND 1955 


Mr. Stxes. What would your personnel picture be compared to fiscal 
years 1953 and 1954? Will you please insert that in the record? 


41956—54——-7 
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(The information requested is as follows :) 


Average employment 
Estimated 
; 1955 

Actual 1953 | ——— 

AY 
Operations and admunistration...................-....---- as 131 | 138 171 
Research and testing... 645 515 706 
Radio propagation and 355 293 362 

| 

| 1, 129 | 953 1, 239 


COMPETENCE OF PROFESSIONAL STAFF 


Mr. Sixes. The third point in the Kelly report highlighted in your 
presentation stated this: 

It is in general staffed with professional men of competence, integrity, and 
loyalty to the Bureau's functions and objectives. 

I do not know whether I read that as you intended it to be under- 
stood or not. I am puzzled by your use of the term “in general.” 

Will you amplify that? 

Mr. Wiuu1aMs. First of all, please note that is a part of the Kelly 
report, so it is merely a matter of stating what the committee had in 
mind. I have had no discussions with anyone as to what those two 
words “in general” mean. I would just assume, however, that they 
are giving an across-the-board impression of their findings with re- 
spect to the competence, integrity, and loyalty to the objectives. I 
can see where you read in the possibility there might have been some 
exceptions. 

Mr. Sixes. I am disturbed by the inference there might be excep- 
tions to the fact that it is staffed by those of competence, integrity, 
and loyalty. 

Mr. WituiaMs. If that is the intent, I have had no comment, direct 
or indirect, as to that meaning. If you would care for me to do so, 
I could find out from Dr. Kelly. 

Mr. Srxes. I think that it would be of interest to the committee. 
Certainly it would be of interest to me to know just what it means, 
and if there are exceptions, what steps have been taken to eliminate 
them. 

Mr. Witu1aMs, I am not sure whether this bears on the matter or 
not, but on page 19 of the Kelly report there are these words: 

The committee is not making a record of its observations on specific inade- 
quacies in personnel in supervisory and professional positions or of unsatis- 
factory relationships between different members of supervision and between 
supervision and professional staffs. No large organization is completely free 
of individuals inadequate for their assignments or of frictions between members 
of the organization. In the close contact between Bureau personnel and mem- 
bers of the committee and their consultants such inadequacies and frictions 
were found. Their amount is not excessive and the management of the Bureau, 
in general, is aware of their presence. In many cases constructive action for 
improving is in progress and in others consideration is being given to “what 
to do” to bring about improvements. 

Mr. Srxes. I think it does have a bearing. I personally think that 
this committee would be interested in knowing what further informa- 
tion you can obtain on that item. 
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Mr. Wittiams, I shall be glad, in response to your request, to make 
it a point to contact Dr. Kelly personally and get his further interpre- 
tation of that section. 

(The following information was subsequently supplied :) 


In answer to Mr. Sikes’ request for amplification of conclusion (3) of the com- 
mittee report, Dr. Kelly authorized the following statement : 

“With respect to the competence of the professional staff of the Bureau, the 
committee noted some inadequacies but relatively no more than would be found 
in any large laboratory. In fact, the committee felt that the average percentage 
of the staff who were inadequate for their assignments were really less than in 
private industrial laboratories of comparable complexity. Where inadequacies 
were felt to exist, the Bureau's management appeared to be aware of the problem 
and constructive action for improvement was in progress or under consideration. 

“As to the integrity and loyalty of the professional men of the Bureau's statt, 
the committee was aware of no adverse information or situations. It should 
be pointed out that no deliberate effort was made by the committee to check 
integrity and loyalty and a much more extensive and different type of investiga- 
tion would have been necessary for positive assurance on this point. The com- 
mittee did, however, feel that the general reputation of the Bureau’s staff for 
integrity and loyalty was excellent.” 


USE OF BUREAU’S FACILITIES BY OTHER GOVERNMENT AGENCTES 


Mr. Srees. Now, quoting further from Dr. Kelly’s report on item 9: 


Other agencies of the Government do not make as large use of the services 
of the Bureau as might well be expected. 


That is one, I think, also might bear some amplification. I think 
that it might be of some interest to this committee to know why the 
other agencies of the Government have not been too interested in using 
the services of the Bureau and what steps, if any, are recommended 
to change that. 

(The following information was subsequently supplied :) 


In answer to Mr. Sikes’ request for amplification of conclusion (9) of the 
committee report, Dr. Kelly authorized the following statement: 

There are many functions performed by the Government that occasionally 
must use scientific and modern engineering data and advice. The committee 
noted that during the period 1949-53, the dollar volume of work performed by 
the Bureau for agencies, other than the Department of Defense and the Atomic 
Energy Commission, was only about 11 percent of the amounts appropriated to 
the National Bureau of Stndards, whereas the dollar volume of work for Defense 
and AEC exceeded appreciably the Bureau’s appropriation. The committee 
concluded that increased use of the Bureau by these other agencies would bring 
better balance to the utilization of the Bureau's facilities and might have hene- 
ficial effects on many governmental operations. Attention is invited to this 
point for consideration by the other agencies, and particularly by central staff 
services and reviewing bodies of the Government such as the Bureau of the 
Budget and congressional committees. There are many instances where scien- 
tific and engineering advice has saved the Government money and led to more 
effective programs. It was the intention of the committee to alert planning 
groups in other agencies to the capabilities of the Bureau and to stimulate 
greater use of the Bureau by other agencies to their mutual advantage. 


Mr. CLEveNGER. You may proceed, Mr. Bow. 
ACTIVITIES CURTAILED IN 1954 
Mr. Bow. Continuing on the question of operation and administra- 
tion, Doctor, last year your ~— for 1954 was $1,176,000. The 


committee allowed $1 million. at activities have been curtailed 
because of that reduction ? 
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Dr. Astin. Primarily, alterations and improvements and minor 
changes, improving the plant facility and mechanical equipments that 
are a part of the plant. Those are the main things curtailed. 

Mr. Bow. There were no particular projects of the Bureau of 
Standards affected by that? 

Dr. Astin. Not in 1954. 


ACCURACY OF BUDGET ESTIMATES 


DIRECTOR’S OFFICE 


Mr. Bow. In your justifications last year, for the year of 1954, 
according to page 492 of the hearings of last year, it was estimated 
under “Administration” that $32,500 would be allocated to the Direc- 
tor’s Office. I note in your justifications this year you show, instead 
of $32,500, that it was $38,300. How do you account for these dis- 
crepancies between your estimates of last year and what you set up 
this year for those same amounts? 

Dr. Astin. Well, sometimes we make an administrative determina- 
tion that a certain operation that might be carried out in one of the 
technical divisions is better preformed in the Director’s Office. There 
have been several shifts of that sort during the past year. I think 
that is the reason it is larger than initially estimated. 


SCIENTIFIC PUBLICATIONS 


Mr. Bow. Under “Scientific publications” you showed last year that 
you would use about $76,700. Your justifications this year show an 
estimate of $73,000, a reduction of some $3,000; but your request for 
this year is $95,000. What is the difference which causes the change 
from $73,000 to $95,000, when you did not use what you estimated 
you would use last year ? 

Dr. Astin. Well, the reason for the increase next year is that our 
ip ro estimate is that the number of research projects which should 

presented in published form is beginning to pile up. That is, we 
are developing a backlog and are not putting the results into print as 
fast as we are accumulating them; so that the level which we have 
this year follows about the same as we had last year, but is not fast 
enough to keep the publications current. That is the reason for the 
increase next year. 

Mr. Bow. What are those publications, Doctor ? 

Dr. Astin. We have a number of types of publications. The most 
inipeetany one is our Journal of Research, which is published monthly ; 
and there is a Technical News Bulletin, also published monthly. 

; me Those have been published right along, under the budget 
or 1 

Dr. Astin. They have been published right along. 

Mr. Bow. That was not curtailed by the reduction, was it ? 

Dr. Astin. We have flexibility in the number of pages we put in 
those documents. 

Mr. Bow. Would you say that the publications during fiscal 1954 
were as adequate as the publications during fiscal 1953 ? 

Dr, Astin. According to my present estimate neither year was 
adequate, because a backlog has been accumulating. That is the 
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reason for putting this rather substantial increase in that activity 
for the next fiscal year, in an attempt to reduce the backlog. 

Mr. Bow. Will the increase go into those publications, or do you 
have in mind the establishment of some new publication ? 

Dr. Astin. No new publications are envisioned. Those are not our 
only publications. In addition, we have a number of handbooks and 
circulars, which represent completed data on rather detached or 
integral fields of science or technology. We put out publications in 
this miscellaneous pamphlet series to some extent in response to 
demand which we get from scientific and engineering groups, and 
also to an appreciable extent according to the level at which we 
accumulate such information. 

At the present time we have a number of rough manuscripts of 
technical data that we are delaying publication on because to do it we 
would exceed our current allocation rate. 

Mr. Bow. Are any of those publications paid for by the public? 
Do you sell them? 

Dr. Asttn. All the publications are sold by the Government Print- 
ing Office. That is, the costs here represent the compiling and initial 
editing costs. But the reproduction cost for printing individual or 
additional copies is recovered by the Government Printing Office 
through selling them. 

Mr. Bow. Are any of your services reimbursed by the Government 
Printing Office for the publications which you prepare for publishing ? 

Dr. Astin. No. The money the Government Printing Office col- 
lects goes to pay the Government Printing Office. 

Mr. Bow. That is for the printing and the paper? 

Dr. Astin. That is correct. 

Mr. Bow. But the actual services that are put into these publications 
are covered by these items? 

Dr. Astin. Yes. 

Mr. Bow. And you are not reimbursed in any way ? 

Dr. Astin. No, sir. 

Mr. Bow. Those are of considerable value to industry and others 
who use them, I assume ; or you would not publish them ? 

Dr. Astin. That is right; yes, sir. 


STAFF SERVICES 


Mr. Bow. Now, you take 1953 as your base, trying to get back to 
what you thought was a pretty good operation. Daden your 1953 
figure on staff services you had $40,000. 1954 was $63,000. You now 
estimate $72,000. What is the reason for the increase in staff services 
of $32,000 over 1953, which you thought was the year you wanted to 
get back to? 

Dr. Astin. This is the same type of activity that was reflected in 
the Director’s office itself. We have a number of rather specialized 
people who serve as consultants to several areas of the Bureau. Those 
pee operate in this unit which we call staff services. 

eir services are of value to a great many of the Bureau programs 
and many of the technical divisions. Rather than attempting to 
allocate their time individually on a project-by-project basis it is con- 
sidered administratively more efficient to carry those people in the 
Director’s office under staff services, and thus we prorate their costs 
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to all the technical projects on an equal basis. This does not reall 
represent any increase in the level of activity; it represents a shi 
from activities formerly borne by the research and testing appro- 
priation to this appropriation. 

Mr. Bow. Then we will see some place else in the justifications a 
reduction of a similar amount ? 

Dr. Astry. No, that is not shown in the breakdown; but that is what 
is represented by this increase in that item. 

Mr. Bow. If this increase is taken away from another item, why 
would it not reduce that by that amount ? 

Dr. Astrn. Strictly speaking it would, but the costs were borne 
before by proration toa number of projects. If we analyzed the figures 
carefully and considered the man-hours that were on the project 
before, compared to what they would be now, it would show the dif- 
ference; but it is not broken down in that detail. 


ACCOUNTING 


Mr. Bow. Under your item of “Accounting” in the year 1953 you 
show $79,000, and you are asking for $91,000 for this year. I will ask 
yo whether or not it is not a fact that a great deal of your accounting 

ad to do with the reimbursables, which has now been transferred to 
the Defense Department ? 

Dr. Astin. Yes, it did, but we still have a substantial proportion 
of reimbursable projects. 

Mr. Bow. About 40 percent, according to Dr. Kelly, has now been 
removed to the Department of Defense. 

Dr. Astrn. Yes, sir. 

Mr. Bow. Let me ask you specifically, to get to the point: How do 
you justify that increase to $91,000 over your amount of your good 
year of $79,000, with the removal of the defense work to the Pentagon ? 

Dr.,Astrx. This, again, is related to this problem of the method 
in which our overhead charges are levied and our method of computing 
overhead. 

Actually, this amount here, $91,000 estimated in 1955, and $79,600 in 
1953, does not represent the total cost of our accounting operation. It 
represents the portion of our accounting operation whose cost is 
borne by this appropriation. 

The total cost in 1953 was $448,400, and we estimate that in 1955 
it will be $304,000. So you see there is a very substantial reduction in 
the total cost of our accounting operation. 

Mr. Bow. In your justifications last year you asked for $62,100, and 
you show us now that actually instead of $62,100, which was set up in 
your justifications last year, you now have under 1954 $82,000, or an 
increase of $20,000; and then you are asking for an additional $9,000. 
I mean, the figures just do not seem to work out. 

Dr. Astin. Well, the whole thing is difficult to explain. 

Mr. Bow. You realize, then, how difficult it is to sit where we do and 
try to understand these figures. ; 


MANAGEMENT OF THE BUREAU’S ADMINISTRATIVE PROGRAM 


Dr. Astin. Perhaps I should go back and attempt to explain our 
general administrative operation. 
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The appropriation “Operation and administration” finances administrative, 
maintenance, and facilities programs classified under three activity headings: 
“Administration,” “Maintenance and operation of buildings and grounds,” and 
“Alterations and improvements.” The first two of these activities comprise the 
administrative and maintenance program which, under the Bureau's business- 
type cost accounting system, is treated as overhead for all technical projects. 
Accordingly, these activities are financed by working funds and reimbursements 
as well as by directly appropriated funds. 

The third activity includes the cost of improvements to the grounds, buildings 
and general plant facilities. Because the Bureau's cost accounting system does 
not provide for treating the costs of increased capitalization of physical plant 
as overhead, this activity is wholly supported by the appropriation “Operation 
and administration.” Therefore, the $300,000 requested for this activity repre- 
sents the entire expected cost of alteration and improvements of physical facil- 
ities whereas the $900,000 requested for the first two activities represents only 
a portion of the expected costs of the administration and maintenance program. 

Under the Bureau's business-type cost accounting system, the expenses of the 
administration and maintenance program are distributed or allocated to tech- 
nical projects for cost-ascertainment purposes. These indirect, overhead costs 
are prorated, or distributed, to technical projects on the basis of salary costs in 
the technical projects. The limit of administrative and maintenance costs which 
may be distributed to technical projects supported by the Bureau's direct ap- 
propriations—‘Research and testing” and “Radio propagation and standards”— 
is determined by the amount appropriated therefor in this appropriation, “Oper- 
ation and administration.” 

The Bureau's average overhead for 1954 and 1955 is estimated to be approxi- 
mately 25 percent of salary costs, the same as in 1953. Since the portion of 
the appropriation “Operation and administration” available for distributed over- 
head costs is not sufficient to pay overhead at this rate, technical projects sup- 
ported by other agencies are charged overhead at a rate slightly higher than the 
average rate. The existence of this so-called billing differential dates back many 
years and has been discussed previously with the Appropriations Committee. 
The billing differential has been criticized by the Comptroller General and is a 
complicating factor in the management of the administrative program. How- 
ever, in view of prior congressional reactions to requests for elimination of this 
differential, the budget does not contain a request for an increased appropria- 
tion to eliminate the differential. The $150,000 increase requested for the first 
two activities under the appropriation, “Operation and administration,” repre- 
sents overhead support corresponding to the increases requested in the two 
technical appropriations. 

As an example, and in answer to the question raised by Mr. Bow concerning 
the Accounting Division increase, it can be illustrated by reference to the fol- 
lowing table: 

Cost in thousands of dollars] 


Estimated | Estimated 
1953 1954 1955 


$5, 067.0 $3, 714.8 $8, 537 
2. Funded by operation and administration............--..--.--- . 776.0 750.0 900 
3. Total cost of Accounting Division __..............---...---- 448.4 348. 0 304 
4. Portion of accounting costs charged to operation and administra- 
79. 6 82.7 91 


This table indicates that the total administrative program for the Bureau 
is decreasing in 1954 and 1955 when compared with 1953, and that the total 
cost of the Accounting Division is also decreasing in these 2 years. However, 
the proportion of funds in the appropriation, “Operation and administration,” 
to the total administrative program goes up in both years and the dollar amount 
goes up in 1955. Therefore, that portion of the accounting cost charged to this 
appropriation goes up proportionately. The method of calculating the share of 
each administrative function of the Bureau which is to be supported by “Opera- 
tion and administration” is essentially the same as for the Accounting Division. 

It is the policy of the Bureau to hold the administrative program to a mini- 
mum level capable of providing adequate support to the technical programs. 
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In determining both the total administrative program and the allocations to 
organization units within that total, primary consideration is given to meeting 
the service needs of technical programs at a level which will provide maximum 
benefit to technical programs at minimum overhead cost. Inevitably, in apply- 
ing this criterion, adjustments are made from time to time in the emphasis 
given to the various administrative services, resulting in changes in the portions 
of the total program budgeted for the various organization units. These ad- 
justments arise from changes in the service needs of the technical program as 
well as from administrative determinations that adjustments will increase the 
efficiency of utilization of the resources available. 


ACCURACY OF PUDGET ESTIMATES 


Mr. Bow. Now, Doctor, going to some of these others, I would like 
to take up the item for Boulder. In 1953 you show $6,100. 

Dr. Astin. Yes. 

Mr. Bow. Then in your justifications last year you showed $7,600, 
which was not too much of an increase, from $6,100 to $7,600; but now 
you show in your 1954 justifications that you have before us $43,700 
instead of $7,600. 

The committee was advised last year that it would be $7,600, but 
here you show us you went to $43,700. That is quite a wide spread 
between those two. 

Dr. Astin. The reason that it is higher than we estimated last 
year is that the estimate did not provide for any substantial increase 
in our level of operation at Boulder during this fiscal year. We now 
think we will have an increase. We are planning to start moving in 
about 3 months out to Boulder, and we will have a substantial in- 
crease in the level of our administrative operation during this fiscal 
year. This reflects the projected increase before the fiscal year is 
over. 

Mr. Bow. In other words, at the time this fiscal year’s budget was 
up and you showed us the $7,600 you could not have anticipated this 
$48,000 cost? 

Dr. Astin. I suppose it should have been done. 

Mr. Borton. There was some question of how rapidly we would 
move out there, and some of the cost that would be in Washington 
would go out, when the program moved. It could have been estimated 
the other way. 

Mr. Bow. Those are the things which are rather startling to me, 
Mr. Chairman, at times. Here is an item for $7,600 when it was 
presented to us, and then when it comes up to us next it is $43,000 in- 
stead of $7,600. It is a little hard to know just where we are going 
or how we can intelligently appropriate when we get —- like that. 

I could go on with more. I would just like to call the attention of 


the committee to page 492 of the hearings of last year and now what we 
have in actual results, and the difference that we find there. 
That is all, Mr. Chairman. 
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RESEARCH AND TESTING 


Amounts available for obligation 


| 
1953 actual | 1954 estimate | 1955 estimate 


Appro: $4, 000. 000 $3, 000, 000 $4, 200, 000 
Obligations incurred...........-.--.---------------+---- 3,954,847 | 3,000, 000 | 4, 200, 000 
Obligations by activities 

Description 1953 actual | 1954 estimate | 1955 estimate 

he te $1, 640, 668 $1, 206, 500 $1, 695, 100 
775, 013 660, 800 873, 600 
3. Testing, calibration, and specifications. 893, 459 663, 100 941, 900 
4. General scientific services. _._..........- 645, 707 469, 600 689, 400 
3, 954, 847 3, 000, 000 4, 200, 000 


Obligations by objects 


07 Other contractual services: 


Analysis of expenditures 
1953 actual | 1954 estimate | 1955estimate 
Unliquidated start of year $731, 407 $505, 452 $435, 452 
Adjustment in obligations of prior years. 
Obligations incurred during the year................--..-.---- 3, 954, 847 3, 000, 000 4, 200, 000 
4, 728, 679 3, 505, 452 4, 635, 452 
Deduct: 
Obligated balance carried to certified claims account. 6 | TER 
Unliquidated obligations, end of year._.................-- 505, 452 435, 452 569, 452 
4, 211, 089 3, 070, 000 4, 066, 000 
Expenditures are distributed as follows: 
Out of current authorizations. --.................-.-..-.-- 3, 494, 478 2, 640, 000 3, 696, 000 
Out of prior authorizations...............-.....-.-.-.----- 716, 611 430, 000 370, 000 


Mr. Cievencer. We will now take up the section on research and 
— at page 1227 of the justifications, which we will insert in the 
reco 


at this point. 


| 
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(The information is as follows :) 


Summary of requirements 


Net difference —1955 over 1954: 


Requirements Differen 

By activity increase Ce 

1954 1955 ) 

adjusted | estimate 

$1, 206, 500» $1, 695,100  +$488, 600 

Deve ‘lopme nt. 660, 800 873, 600 +212, 800 

Testing, calibration | and specifications... Se 663, 100 941, 900 | +278, 800 

General scientific services i 4 Pe 469, 600 689, 400 | +219, 800 
| 3, 000, 000. 4, 200, | 000 | | 200, 000 +1, 200, 000 


INCREASES OVER 1954 BUDGET 


Mr. Crevencer. The request is for $4.2 million, an increase of $1.2 
million over the amount appropriated for the present fiscal year, 

Please explain these increases for this research and testing a 
priation for the activities of research; development; testing, fe * el 
tion, and specifications; and general scientific services; as well as 
the increase of 192 in the average number of positions. 

Dr. Astrn. There is an increase in each of our four activity classes, 
and there are approximately similar increases in each. In addition, 
these increases are distributed through all 15 of the Bureau’s tech- 
nical divisions. 

The reason for this is that in our opinion and as shown by the 
appraisal made by the Kelly committee there are inadequacies from 
a technical coverage point of view in all of the Bureau’s technical 
divisions and in all of the activity classes. For this reason the 
increases asked for are spread throughout all of them. 

Now, in general, this level of activity is a little higher than it 
was in 1953, so that we will go a bit beyond the level that we were 
then; and if we get this amount of money we will be able to tackle 
some new problems which are waiting solution. As Dr. Kelly men- 
tioned today, there is the problem of solid state physics and transistors, 
and there are a number oh Athen. 

Mr. Cievencer. Have you any questions, Mr. Bow, on this section ? 

Mr. Bow. Well, here we have the same situation, Mr. Chairman, on 
pages 1231 and 1232. 


ATOMIC AND RADIATION PHYSICS 


Let us take just the one item of “Atomic and radiation physics.” 
We had an estimate of $346,300, and $270,000 is what they now show 
as the estimate for 1954. All the way through we have the same 
thing. Things like atomic energy seem to have been high in justifica- 
tion last year and in practice not so much used. Again, I would 
like to know why we have the differentials. 

Dr. Astrx. Well, we had to absorb a 25-percent cut in this appro- 
priation last year beyond those estimates. We tried administratively 
to distribute that cut in the areas which would be hurt the least. 
It was difficult, and to an appreciable extent the cut was distributed 
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in all activity classes and in all technical divisions. But the fact 
that we were operating at a 25 percent lower level this year than 
last year, I think, is the main reason for the disagreement between 
these figures. 

Mr. Bow. The reduction here was around $900,000 last year ? 

Mr. Bourton, $1 million out of $4 million. 

Mr. Bow. Was a larger percentage taken away from your atomic 
and radiation physics than some of your other programe 

Dr. Astry. No. The atomic and radiation physics was cut in about 
the same percentage as the others. I think the electricity and the 
optics divisions got the lightest cuts, and the building technology and 
mineral products got the heaviest cuts. The atomic and radiation 
physics was about an average one. 

Mr. Bow. That is all at this time, Mr. Chairman. 

Mr. Cievencer. Mr. Coon? 

Mr. Coon. I do not have any questions. 

Mr. CLevencer. Mr. Rooney, do you have any questions on this 
section / 

BATTERY ADDITIVES 


Mr. Rooney. I wonder if anyone has yet inquired with respect to 
the story concerning the battery additive ¢ 

Mr. CLevencer. Nobody has up to this point. 

Mr. Roonry. I think you would be very much interested in that, 
Mr. Chairman. 

Mr. Crevencer. Well, I understood it had been decently interred. 

Mr. Roonry. What is the story on that, Doctor? 

Dr. Astin. A lot of the story, sir, is in the record of the Senate 
Small Business Committee, but I can review the whole thing, I think, 
rather briefly. 

The National Bureau of Standards has for many years provided 
consulting and advisory services to other Government agencies, includ- 
ing some with regulatory responsibilities. The latter ones are pri- 
marily the Post Office Department, the Federal Trade Commission, 
and the Civil Aeronautics Board. 

We have given them technical advice on a number of problems, and 
in some cases we carry out tests on products or devices for them. 

We have been doing work on battery additives since about the mid- 
dle of the 1920’s. During the course of time, we have handled or 
tested about 50 different products and reported on them to different 
Government agencies, not only the regulatory ones but also some of 
the defense agencies, because they were interested at one time in these 
products from the point of view of improving their battery per- 
formance. 

The Bureau has answered questions about battery additives to the 
public over a period of many years, and about 1931 it was decided that 
some of the queries on battery additives could be handled more effi- 
ciently if a little mimeographed circular were prepared. This was 
done. This was used by a number of people. vt was of particular 


value, apparently, to service station operators and people who were 
considering taking on franchises for the sale of such products. 

In brief, our work showed that none of these products had any sub- 
stantial beneficial effect on the performance of lead-acid storage bat- 
teries. That is the conventional kind you use in your automobile. 
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About 1948 a battery additive marketed in California came to our 
attention, and we were told it was different from any other battery 
additive and we should revise our circular to make ghiowhnes for it. 
The claims that were made for it did not make sense to us, so initially 
no attention was paid to it. 

However, a little later some tests were run; first for the Bureau’s 
own information, 

Mr. Rooney. You are back around 1948 now, are you? 

Dr. Astin, Yes, back about 1948. I think we did the first testing 
in 1949, 

It was not until 1950 that we received a formal request from one 
of the regulatory agencies—I have forgotten right now whether it 
was the Federal Trade Commission or the Post Office—to carry out 
some tests for them. The tests on this particular product were the 
same as those on all other products of the same general nature. That 
is, it is a mixture consisting primarily of salts of sodium and mag- 
nesium sulfates. 

These, as shown by extensive testing, have proven worthless in the 
past. We found that this product performed essentially the same as 
the others. The manufacturer of this particular product did not like 
the results of our testing. 

Mr. Rooney. What was his nanie? 

Dr. Astin. Mr. Jess M. Ritchie of Oakland, Calif. He made sev- 
eral requests through a number of ae PR including some Members 
of Congress, to have us run additional tests. At one stage he dis- 
tributed a circular to his distributors claiming that there was some- 
thing rotten in the National Bureau of Standards and the situation 
of testing battery additives should be investigated. 

Mr. Rooney. How long ago was that? 

Dr. Astin. I think it was the summer of 1951. 

We carried out an additional series of tests in June of 1952, using 
a procedure devised by Mr. Ritchie which he claimed would show 
the merits of his product. Again, we got a negative result. We 
carried this test out hoping that we would satisfy the io <ahoggavee 
groups which had become interested in the matter. ese were 
mainly the Small Business Committees of the House and Senate. 
Each of them had become interested in this from the point of view that 
maybe the small-business man was not getting a fair deal. 

fter we made this test in June 1952, and got the same result, the 
Senate Small Business Committee interested M. I. T. in carrying out 
some additional tests. They did, but drew no conclusions or recom- 
mendations from their report. The M. I. T. report, however, was 
misinterpreted by some people as endorsing the claims of the product. 

This whole thing got a fair amount of publicity in Newsweek and 
the Wall Street Journal and so on. ; 

About February of 1953 I was asked by Mr. Wolverton, the Chair- 
man of the House Interstate and Foreign Commerce Committee, to 
comment on the situation; and I sent him a rather lengthy document 
pointing out the relation of our report to the M. I. T. report, essen- 
tially showing that the two were not necessarily in disagreement, that 
it was a matter of interpretation. 

Mr. Rooney. Your position at that point remained bream i 

Dr. Astin. Yes. We had no reason to change our previous findings 
on the matter. 


| 
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Then shortly after this the thing broke in the press in a wider 
fashion, and as a result it was agreed that the Secretary of Commerce 
would ask the National Academy of Sciences to carry out an inde- 

endent appraisal on the effectiveness of the work of the National 

ureau of Standards in this field. The National Academy of Sciences 
appointed a committee of eminent chemists and engineers headed by 
Dr. Zay Jeffries, retired vice president of the General Electric Co. 
This committee made a very thorough study of the whole situation and 
submitted a report to the Benittary of Commerce early in November 
of 1953. This report said that the testing of the National Bureau of 
Standards in the field of lead-acid batteries was excellent and that all 
data that they could find supported our prior position that the particu- 
lar product was without merit. 

So, at least from our point of view, we consider the matter con- 
cluded. The Secretary of Commerce has accepted the report and ex- 

ressed satisfaction in the work of the committee and in the work of 
the National Bureau of Standards, so we hope that the matter has 
been buried. 

That is a brief summary of the matter. 


BATTERIES 


Mr. Preston. In that connection, Mr. Chairman, I would like to 
ask Dr. Astin a question. 

The average automobile battery lasts about a year anda half. Back 
in 1915 or 1920 you could replace a cell of a battery or practically 
rebuild battery by taking it to almost any garage mechanic. Now- 
adays it will cost you about $24, and it is good for just a short period 
of time. What is the trouble? Can the batteries not be made to last 
longer? Can they not be made to have replaceable cells? 

Dr. Astin. Yes, you can replace the cells in batteries. You can 
buy batteries with guarantee periods extending from 12 months to 
48 months, depending on what you want to put into the initial cost. 

In general, so far as I have been able to determine, the average bat- 
tery will last about the length or maybe a little longer than the guar- 
anty period. 

I remember one case where I was pricing some batteries. I found 
that an 18-month battery from one of the large chain or mail-order 
houses retailed for around $13, with the 18-month guarantee period. 
If you wanted a 36-month guarantee period, it would cost another 
$6, or about $19. These were sale prices. It is a rough average of the 
price you can get. 

I also found that there was an appreciable spread in the price you 
might pay for a battery for a given guaranteed performance. at 
is, you can pay substantially more than this $13 that I indicated for 
an 18-month battery. There are differences you have to take account 
of in order not to be misled, because different batteries have different 
capacities. 

e increased use of heaters, radios, and so on in automobiles has 
led to a great increase in the battery requirements for automobiles. 
Then, in addition, the fact that all of them are now under the hood 
instead of under the seat puts them in a place where they have to op- 


erate at a higher temperature. That shift has been accomplished with 
practically no loss in performance. The only way it was accom- 
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plished has been by substantial improvement in the battery-making 
art. That is, they are making better batteries now than they used to; 
there is no question about it. 

Mr. Preston. Apparently competition has not produced a battery 
which can have its cells replaced. So often one cell in a battery will 
go dead, and then you have to buy a new battery. 

Dr. Astin. I have seen batteries that are - specifically to 
make cell replacement easy, and I think in most batteries it is pos- 
sible to replace cells. 

Mr. Preston. In most common, automobile batteries today? I have 
not seen one you could replace at all. 

Dr. Astin. Well, if the case is not damaged you can pull the bat- 
tery apart and put in new separators in the different cells. If the 
mag are broken, since they are all welded together in a single assem- 

ly, it is difficult to replace a single cell in a conventional battery. But 
if there is a broken separator in a single cell you can pull it out and 
replace it. There is a fair amount of battery repairing of that type. 
r. Preston. It certainly seems to me that in the field of automo- 
tive parts that is the one area where there has been nothing real ac- 
complished for the benefit of the buying public. We continue to get 
stuck for high prices for batteries which will not last over 15,000 
miles of usage of an automobile—maybe 30,000—and not over a pe- 
riod of about a year and a half. I think the manufacturers of bat- 
teries have not kept abreast of the times from a comparative stand- 


Dr. Astrn. Yes. 

Mr. Preston. But the public is not getting it. 

Dr. Astin. Well, I do not know. 

Mr. Preston. I have been driving a car quite awhile, and I have 
not had a single battery last more than 2 years from the purchase of 
thecar. They all go bad. 

Dr. Astry. That is in the new cars. As nearly as I can find out, the 
best batteries are not put in new cars. If you want a good battery you 

ay more for it than what is put in by the car manufacturer when 
fe delivers the car. 


Rapro Propagation aNp SranDARDS 
Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Ap $2,750,000 | $2,000, 000 $2, 600, 000 


Obligations incurred... .............--.----.--+--------- 2, 677, 267 2, 000, 000 2, 600, 000 


| 
— in providing the public with a good product with a reasonable 1 
ength of use for the amount of money spent. 

Dr. Astrx. Well, some of the battery people I have talked to feel j 
that they have made substantial improvements. From our point of ¢ 
view, I know that the requirements in Government specifications for 
the purchase of batteries are gradually inching up. That is, we are 
asking more out of batteries than we were before. 

Mr. Preston. Well, the Government can get it, I guess, and can pay : 
for it. i 


Obligations by activities 
Description | 1953 actual | 1954 estimate | 1955 estimate 
744,707 | $540,500 | $706, 500 
2. Development So-setenbontddauy 946, 166 708, 500 | 942, 800 
3. Testing, calibration, and ‘specifications _- sae 5 40, 039 27, 300 | 61, 900 
4. General scientific services.............--------------------- 946, 355 723, 200 | 888 S00 
Obligations incurred__.....-..-..----------- Lach 2, 67, 267 | 2, 000, 000 2, 600, 000 


Obligations by objects 
07 Other contractual services: 
1953 


2, 000, 000 


of 


| 
| 1953 actual (1954 estimate | 1955 estimate 


| 
Unliquidated obligations, start of year_............-.-.----- -| $744, 001 | $461, 027 $423, 02 


Obligations incurred during the year_....-.....---....--...-.-| 2, 677, + 267 2, 000, 000 | 2, 600, 000 
| 3,421,268 | 2 461,027| 3,023,027 
Deduct: 
Adjustment in obligations of prior 20, 598 |...... 
Obligated balance carried to certified claims account $4. 663 |_....... aa 
Unliquidated obligations, end of year._.-..-.........-- | 461,027 | 423, 027 | 518, 027 
905, 2 2, 088, 000 2 505, 000 


. 


at of current authorizations. 


Expenditures are distributed as follows: | 
Out of prior authorizations......................-.--.....- 


378, 000 347, 000 
| 


| 
1, 660, 000 2, 158, 000 


Mr. Crevencer. Next we will take up the “Radio propagation and 
standards” appropriation. We will include page 1251 of the justifi- 
cations in the record at this point. 

(The page referred to is as follows :) 


Summory of requirements. 
Net difference, 1955 over 1954: 


Requirements Difference, 

By activity increase (+) 

1954 1005 | 

estimate | estimate — 

$540, 500 $706, 500 +$166, 000 

708, 500 942, 800 +234, 300 

Testing, calibration, and waren pedeadiinda aie 27, 800 | 61, 900 +34, 100 

General scientific services. 723, 200 888, 800 +165, 600 
Gross requirements 2, 000, 000 2, 600, 000 | +600, 000 +600, 000 
Total estimate of appropriation, 1955_____- 2, 600, 000 


Mr. Cievencer. The request is for $2,600,000, an increase of $600,000 
over the present fiscal year. Will you explain the request ? 

Dr. Astin. We are asking for increases in all of the activity classes 
because it is our estimate and the outside committee advisers’ esti- 
mate that the present coverage is not adequate, and this is to make it 

ossible for us to do a better job technically. The percentage increases 
in the different activity classes are not too fe 


ar except the one of 


\ 
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testing and calibration, and that is the smallest item of the four, but it 
represents a substantial increase. The reason for that activity more 
than doubling is that there are rapidly becoming more items available 
on which we give calibration services. 

This whole area of high frequency radio standards is a relatively 
new one and an appreciable amount of development work had to be 
done and still remains to be done before we can provide adequate 
calibration services for instruments. We are rapidly getting in a 
position where we can give more service, and the larger percentage of 
increase in testing is a reflection of the fact we expect our calibration 
services will be more complete next year than last year. 


INCREASE IN POSITIONS 


Mr. CieveNcer. What grade does the increase of 69 in positions 
cover ¢ 

Dr. Astin. We can furnish the grade breakdown but the increases 
will be at all grade levels. We will have vacancies at the highest 
grade positions as well as at the lowest. We prefer to concentrate on 
personal services and use less on equipment because our equipment 
position has improved and we can spend a higher ratio for personal 
services than we could before. 

Mr. Cievencer. Are there any questions, gentlemen ? 

Mr. Couprrt. No questions. 

Mr. Bow. No questions. 

Mr. Coon. No questions. 


SUPPLEMENTAL REQUEST FOR FUNDS 


Mr. Rooney. Noticing the increases in your appropriation requests, 
is it contemplated that in the present fiscal peer i will be any 
application for supplemental appropriations ‘ 

r. Astin. That has been ie consideration but at the present 
time it is in the stage of discussion between ourselves and the Secre- 
tary’s office in the Department. It has progressed no further than 
Pai I have had brief discussions on the subject with the Acting 

ecretary. 

Mr. Rooney. Judging from that, there will not be any unobligated 
balances at the end of the present year? 

Dr. Astin. We do not expect to have any. 

Mr. Rooney. That is all. 

Mr. Preston. No questions. 

Mr. Srxes. No questions. 
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CONsTRUCTION oF LABORATORIES 


Amounts available for obligation 


| 1953 actual | 1954 estimate | 1955 estimate 


Prior year balance available: : 
Appropriation $118, 573 | 54, 960 | $40, 000 
Contract authorization. . 661, 636 583, 814 


Total available for obligation... 


| 780,209 | 1,078,774 40, 000 
Balance available in eeneegnes year: | 


Appropriation. | 84,060} 40,000 |........ 
Contract | — 583, 814 |_... 
Obligations ineurred________.___- ‘ aie 141, 435 1, 038, 774 | 40, 000 
| 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
| | 
1. Radio laboratory building.................---.--..--....-- $77, 904 | $957, 697 $40, 000 
2. Guided missile 63, 531 31 | 
Obligations incurred | 141, 435 | 1, 038, 774 40, 000 
OBLICATIONS BY OBJECTS 
Object classification 1953 actual | 1954 estimate ce 1955 estimate 
NATIONAL BUREAU OF STANDARDS 
07 Other contractual services..................-..-.........- $60, 080 $771, 993 $40, 000 
ALLOCATION TO PUBLIC BUILDINGS SERVICE, CENERAL 
SERVICES ADMINISTRATION | 
03 ‘Transportation of things 579 600 | 
04 Communication services | 316 500 | _. 
06 Printing and 164 
07 Other contractual services j 
08 Supplies and 
SUMMARY 
04 Communication services. 316 
05 Rents and utility services______ 830 | 
06 Printing and reproduction 164 
07 Other contractual services... .. 96, 645 832, 660 $40, 000 
10 Lands and structures. 41, 927 
141, 435 1, 038, 774 40, 000 


i 
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Analysis of erpenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year: 
Appropriation $247, 598 

Obligations incurred during the year 141, 435 1, 088, 774 


389, 033 1, 108, 072 


Deduct: 

Obligations transferred to “Construction of laboratories 
(liquidation of contract authorization), National Bu- 

Unliquidated obligations, end of year: 

Appropriation 5. 
Contract authorization z 115, 000 


Total expenditures a 246 514, 258 


Expenditures are distributed as follows: 
Out of current authorizations. - 395, 000 
Out of prior authorizations 119, 258 


Mr. Cievencer. Next we will consider the request for appropriations 
for construction of laboratories. Page 1276 of the castiheutions will 
be included in the record. 

(The page referred to follows :) 


Summary of requirements 


Appropriation, 1954 
Deduct nonrecurring items (relocation of CRPL) 


Requirements 


By acti: ity 
estimate 


Liquidation of contract authorization. $115,000 | +$115,000 +$115, 000 


Mr. Cievencer. Does this complete the liquidation of all preceding 
contract authority ¢ 

Dr. Astin. This will complete the liquidation of all preceding con- 
tract authority on this project. 

Mr. Crievencer. When you requested the committee last year for 
$700,000 additional, did you contemplate you would need the $115,000 ? 

Dr. Astry. Yes. It was initially included. The contract author- 
ity for the remaining $115,000 has been transferred to General Serv- 
ices Administration, and it is my understanding they have obligated 
it and request us to convert it to cash. 

Mr. Cievencer. The funds are lost to the Bureau of Standards if 
transferred to General Services? 

Dr. Astry. They were not all turned over. There was a reserve for 
equipment made in the original estimate for the building. 

Mr. Crievencer. Did we invest Bureau of Standards funds in the 
conversion ? 

Dr. Astry. Yes, but Corona has been turned over to the Department 
of the Navy. 

Mr. Crevencer. This is the Boulder construction ? 

Dr. Astin. Yes. 
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115, 000 
40, 000 i 
160, 000 

Net difference, 1955 over 1954: 
Difference, 

increase (+-) 
or de- id 
crease (—) i 
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Mr. Crievencer. What would happen to any money you had? 
Would it go to the General Services Administration ¢ 

Dr. Astin. This would go to the General Services Administration 
for completion of the contract at Boulder. That is, it is estimated 
that job will be finished about 3 months from now. 

Mr. Cievencer. Are there any questions? 

Mr. Couprerr. No. 

Mr. Bow. No questions. 

Mr. Coon. No questions. 

Mr. Rooney. No. 

Mr. Preston. No questions. 

Mr. Stxes. No questions. 

Mr. Crevencer. I think that will finish the Bureau of Standards. 


ADMINISTRATIVE PROGRAM 


Dr. Astix. Mr. Chairman, I would like to ask permission to submit 
a statement covering our method of handling administrative expenses. 
I find it difficult to clarify the thing orally and I appreciate that it is 
difficult to explain and that there is ample reason for failure to under- 
stand on the other side of the table. So in an effort to make it clearer 
I would like your permission to submit for the record a statement 
re the way we handle administrative charges. 

r. CLEVENGER. I can see no objection to that. 
(The explanation referred to appears on page 101.) 


Monpay, JANUARY 11, 1954. 


PATENT OFFICE 


WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY 

JAMES C. WORTHY, ASSISTANT SECRETARY OF COMMERCE FOR 
ADMINISTRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

ROBERT C. WATSON, COMMISSIONER 

ARTHUR W. CROCKER, ASSISTANT COMMISSIONER 

T. B. MORROW, EXECUTIVE OFFICER 

D. R. ELLIS, BUDGET OFFICER 

P. J. FEDERICO, EXAMINER IN CHIEF 


SALARIES AND ExpPENsEsS 


Amounts available for obligation 


1953 actual 1954 estimate | 1955 estimate 


or estimate 
Reimbursements from non-Federal sources 


Total available for obligation i 12,130,277 | 12, 000, 000 
Unobligated balance, estimated — 696 | —65, 000 


Obligations incurred 12,129,581 | 11,935,000 | 11, 000, 000 


Note.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop- 
erty (40 U. S. C. 481 (c)). 
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Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
1. Administration of patent and trade- mere NS cicneacinmene $9, 163, 282 $9, 000, 200 $8, 347, 500 4 
2. Printing and publication of patent and trade-mark material. 2, 460, 733 2, 418, 000 2, 150, 000 
3. Executive direction and administrative services ._.........- 505, 566 516, 800 502, 500 4 1 
Obligations incurred ___. por 12, 129, 581 11, 935, 000 11, 000, 000 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
‘Total number of permanent positions.................-...-..- 1,900 1, 735 1, 575 
Average number of all employees. ..........-........-..-.---- 1,777 1, 665 1, 500 
Average salaries and grades: 
General schedule grades: 
Average $5, 287 $5, 453 $5, 610 
01 Personal services: 
Permanent positions_- Platte pe the $9, 341, 360 $9, 065, 000 $8, 432, 000 
Regular pay in excess ‘of 52-week base._...-.._.-.-..---- 35, 928 35,000 33, 000 
Payment above basic rates....................--.-...-- 15, 944 15, 000 15, 000 
Total personal services. ..........--.-.--.-------+-+-. 9, 393, 232 9, 115, 000 8, 480, 000 
03 Transportation of things..._._- 3, 502 4,000 4, 000 
04 Communication Services... 26, 247 97,000 107, 000 
05 Rents and utility services... __- 28, 664 30, 000 30, 000 
06 Printing and reproduction _............-......---..-.--.--- 2, 460, 733 2, 418, 000 2, 150, 000 
07 Other contractual services 23, 378 21, 000 20, 000 
08 Supplies and <5 dda 120, 250 150, 000 135, 000 
09 Equipment... 56, 607 85, 000 60, 000 
15 Taxes and assessments..............-------..--2-22-2222e- 11, 299 10, 000 10, 000 
12, 129, 581 11, 935, 000 11, 000, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated | $1, 197, 033 $1, 080, 030 $1, 074, 030 
Obligations incurred during the year_.........-..--...---.-.-- 12, 129, 581 11, 935, 000 11, 000, 000 
13, 326, 614 13, 015, 030 12, 074, 030 
Deduct: 
Adjustment in of prior years... 
Obligated balance carried ‘to certified claims account__.__- 
Unliquidated obligations, end of year.........-....----... 1,080, 030. 1,074, 830 990, 030 
Total 12, 206, 502 11, 941, 000 11, 084, 000 
Expenditures are distributed as follows: 
Out of current authorizations...............--..-....--.-- 11, 049, 274 10, 873, 000 10, 021, 000 
Out of prior authorizations............................-.-- 1, 157, 228 1, 068, 000 1, 063, 000 


Mr. Cievencer. We will now take up the estimate for the Patent 
Office, page 109 of the committee print and page 1000 of the justifica- 
tions. 


JUSTIFICATION DATA 


Pages 1001 and 1002 and the workload summary on page 1009 wil] 
be included in the record. 
(The pages referred to are as follows:) 
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Summary of requirements 


Net difference, 1955 over 1954: 


Requirements 
By activity increase +) 
adjusted | estimate | “ees? (—) 


Administration of patent and trade-mark system _.| $9,000,200 | $8,347,500 | —$652,700 
Printing and publication of patent and trade-mark 


Executive direction and administrative services... __ 516, 800 502, 500 —14, 300 
11, 935,000 | 11, 000, 000 —935,000 —935, 000 
Summary of estimated obligations 
Estimate, 1954 
Actual, 1953 (adjusted) Estimate, 1955 
Employ- 
ment, 
Aver- Peal Aver- Aver- Og 
Osi- e osi-| age ‘osi-| age 
tions Cost tions | num- Cost tions | num- Cost 
r ber 
Personal services 
anent)__.....| 1,900) 1,777|$9, 393, 232| 1,735) 1, 665)$9, 115,000; 1, 575) 1, 500/$8, 480, 000 1,672 
2, 736, 349) 2, 820, 000) ......}...... 2, 520, 000) ............ 
Total, obliga- ‘ 
1, 900} 1, 777/12, 129, 581) 1, 1, 575; 1, 500/11, 000, 000)............ 
Workload summary, fiscal years 1949-55 
| 1960 | 1062 | 1962 | 1053 | amate, | amate, 
m 
1954 1955 
New applications received: 
Patents (excluding designs)........| 66,292 | 69,204 | 63,237 60,386 67,214 72,000 | 72,000 
Design patent 6, 883 7, 308 4, 871 4, 606 5, 225 5, 000 5,000 
Trade-marks: 
Registrations. 20,141 | 18,755 | 15,962 16,126 | 17,400 | 17,000 | 17,000 
gk, ae 4,011 3, 731 3,310 3, 383 3, 075 3, 000 3, 000 
Applicatigns ais tions , 2, 206 1,379 1, 164 1,309 1,000 1,000 
ions of: 
Patents (excluding designs)........| 67,935 | 80,141 | 81,861 | 76,931 | 72.082 67,000} 57,000 
Design patents 8, 363 8, 711 8,811 6, 754 5, 129 5, 000 5, 000 
‘Trade-marks: 
Registrations. 23,054 | 22,605 | 24,117 | 22,474) 21,147 20,000 | 20,000 
RES 4, 780 3, 748 3, 432 3,370 3, 358 3,000 3,000 
Republications..__............. 20, 342 4,180 1, 579 1,320 1,274 1,000 1,000 
Applications pending, end of year: ! 
Patents (excluding d Sy 220,006 | 201,382 | 185,084 | 179, 523 | 185,000 | 200, 000 
Design patents 11,976 | 10,578 6, 633 4, 868 4, 908 5, 000 5, 000 
‘Trade-marks: 
Registrations. 47,958 | 44,108 | 35,953 | 28,882 25,620 | 23,000 | 20,000 
1, 160 1,143 1,021 1,110 735 700 700 
Republications.._............-.. 2, 596 622 422 320 315 300 300 
Patents granted and trade-mark regis- 
—_— granted, renewed, or repub- 
hed: 
Patents granted (excluding ).| 30,564 | 38,683 | 45,646 | 43,187 734} 40,000 | 35.000 
Design patents granted 4,251 | 4,826) 4,604) 3,344 3,000 | 3,000 
-mark registrations: 
Granted... 14,453 | 16,378 | 17,869 16,400 | 16,273 | 16,000 | 16,000 
Renewed. 4, 735 3, 573 3, 487 3,314 3, 268 3, 000 3,000 
Republished --| 20,819 4, 873 1, 589 1,304 1,157 1, 000 1,000 
1 Figures for 1951, 1952, and 1953 are based on inventory as of June 30 of each year; prior year figures are 
adjusted to actual inventory as of June 30, 1951. y 
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Mr. CLevenGcer. The request is for $11 million, a reduction of $1 
million from the present fiscal year. We are ready for any general 
statement you may have, Mr. Watson. 


GENERAL STATEMENT 


Mr. Watson. Mr. Chairman and members of the committee, I have 
prepared a general statement which has been reproduced and I believe 
that copies have beer distributed. 

Mr. CLevencer. You can include it in the record if you wish, then 
if you have some discussion to make of it you may do so. 

Mr. Watson. Yes; I would like to make it a part of the record. 

(The statement referred to is as follows:) 


In considering the problem of the Patent Office budget it must of course be kept 
in mind that the Patent Office does not exist in a realm apart and that it can be 
given only a sum of money for its operation which is consistent with the national 
well-being. It is thought to be advisable however to briefly allude to the broad 
scheme of things in which the Patent Office plays its part, prior to any discussion 
in detail of the functions of the Patent Office and the specific manner in which it 
spends in its operations, the annual fund appropriated by Congress. 

The welfare of the nation at this stage depends in large part upon the readiness 
amd capacity of industry to produce in times of peace and in times of war, par- 
ticularly in time of peace, since the sudden war load can only be imposed upon 
industry which has been built up before the commencement of hostilities. The 
fantastic weapons and other instrumentalities of the present could not be produced 
in any country whose industrial plant is not highly developed. What we are 
producing now is far different in many respects from that which we produced just 
a few years back. The steady advances of the useful arts has been made possible 
because of the unceasing flow of inventions of all kinds which are made available 
to industry by the inventors of the Nation. Countless small contributions, as well 
as the more startling proposals, are necessary to bring into being new industries 
and to impart renewed vigor to old ones. 

The patent system has accomplished in an admirable manner over the many 
years since it was first established, the function for which it was originally set up, 
i. e., the advancement of the arts. The incentive authorized by our Constitution 
and specifically provided for in the patent statutes which have been enacted in 
pursuance thereof has stimulated the creation of millions of inventions, the number 
of patents which have been issued thus far totaling nearly 2,700,090, and there 
probably have been considered and held to be unpatentable another 2 million 
inventions submitted hopefully to the Patent Office for consideration by their 
respective originators. 

It will be remembered that the President, in his first message on the state of the 
Union, and in one of his opening paragraphs, said that this administration was 
vested with leadership by the American people to accomplish four major objectives, 
one of which was stated to be “Encouragement of those incentives that inspire 
creative initiative in our economy, so that its productivity may fortify freedom 
everywhere.” 

The grant of a patent to an inventor does encourage him, and others, to further 
efforts and does constitute an act recognizing creative initiative. 

The statutory monopoly which is offered in the form of the patent encourages 
the individual inventor to create that which he would not otherwise take the time 
or spend the money to create. It also enables large organizations representing 
great accumulations of capital to invest substantial sums in research in the hope 
and expectation that important advancements in the art will eventuate and become 
such profitable items, commercially speaking, as to bring about full recovery of 
all research expenditures advanced and the substantial profit which is due under 
our system to those who are willing to risk capital expenditures in this manner. 

In this rapidly contracting world, the political units of which are becoming 
industrialized to an increasing extent, it is necessary for our national survival 
to maintain flowing, from the broadest possible base, the greatest number of 
inventive contributions to the advancement of the arts. This need is probably 
greater at this time than ever before and it would seem to be highly important 
to maintain in the fullest state of effectiveness those policies and incentives which 
have been proven in the past to be useful in bringing about such a desirable result. 
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It is fortunately the case that, as of the present time, inventors in increasing 
numbers are filing application for patent in the United States Patent Office, thus 
expressing confidence in the patent system despite the attacks which have been 
made upon it during the recent past. It is to be hoped that the present trend 
will continue in the future. No control is or can be exercised by the Patent Office 
staff over the workload imposed upon it by the publie in the filing of patent 
applications and applications for certificate of trade-mark registration, and no 
shortened methods of processing such applications are available since the nature 
of the examination to be given these applications is established by statute. 

Despite the increasing rate at which applications are being deposited, the staff 
of the Patent Office is now smaller in point of numbers than at any time during 
the past 6 years. For its operation during the current year 1954 the Patent 
Office was allowed $12 million which sum was further decreased by $65,000. 
The level of employment in the examining staff is currently lower than it was 
during the previous fiscal year and, the output per examiner being undiminished, 
the output of work for the current fiscal year will be less than the output during 
the preceding year 1953, when the appropriation was $12,130,000, without any 
obligation to pay the Post Office Department for our so-called penalty mail 
which now costs us $80,000 a year. 

It is now proposed that, for the fiscal year 1955 the appropriation be reduced 
further and that the sum of $11 million shall be the total to be made available to 
the Patent Office for that year. It will be inevitable under such circumstances 
that the major portion of the decrease must be assessed against the funds avail- 
able for employment of personnel since by far the largest share of the fund custom- 
arily appropriated for the maintenance of the Patent Office, 77 percent of the 
annual budget, goes to the salaries of employees. 

In all probability it will be necessary to decrease the number of employees 
by some 165. There are over 180,000 patent applic ations now pending in the 
Patent Office and awaiting disposal by the examining staff. New applications 
are being received at the rate of approximately 72,000 per year. During the 
present fiscal year, 1954, it is estimated that 67,000 applications will be disposed 
of. During the year 1955, with almost 100 fewer examiners, approximately 
57,000 applications will be disposed of. It is thus quite apparent that an in- 
creasing number of applications will have to be added to the backlog and action 
thereon deferred. By the end of the fiscal year 1955 a total backlog of some 
200,000 pending patent applications is in prospect if the reduced appropriation 
is granted. Some 3 years and 7 months is now needed for the processing of a 
patent application from the date of receipt in the Patent Office to its date of 
issuance as a patent. Naturally, with the decreased examining force, this exami- 
nation period will be further lengthened. It has been thought that if the number 
of pending applications were approximately 100,000 rather than 200,000, industry 
would best be served and the advancements in the several arts would not be 
hampered because of delayed action in the Patent Office. With the backlog of 
applications awaiting disposal totaling twice this number, the situation will in 
this respect be less favorable than it is at this time. 

Taken in its entirety, the condition which must be faced for the fiscal year 1955 
is not new. There still remain the long-range objectives of reducing the backlog 
of patent applications and substantially improving the patent classification 
system, These objectives, however desirable, are deferred under the proposed 
budget in view of the compelling necessity for expenditure reduction generally. 
In the meantime, I believe that we can continue to discharge the primary func- 
tions of the Patent Office at the lower level of operations for the year 1955 without 
permanently injuring the patent syste which is based upon the Patent Office. 


FEES 


Mr. CLEevENGER. You might tell us how much was returned to the 
Treasury in fees during the fiscal year 1953 and to date in 1954, and 
give us an estimate for 1954 and 1955 if you can. 

Mr. Warson. $5,620,000 for the past fiscal year. Estimated 
$5,700,000 for 1954. 

Mr. Cievencer. And for 1955? 

Mr. Watson. That would be about the same. $5,500,000, we 
estimate, on the basis of current receipts. 
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Mr. Cievencer. When was the last change in rates made? 
Mr. Watson. In 1932. 

Mr. Cievencer. None since then? 

Mr. Watson. No major changes. 


OUTPUT OF EXAMINERS 


Mr. Cizvencrr. We would also like to know the average output 
per examiner. 

Mr. Watson. The disposals per examiner per year? 

Mr. CLevencer. Yes. 

Mr. Watson. It is about 104. It is about two a week. It is, 
by the way, falling over the years. If you would be interested to 
know more about that subject, I have here a chart which we have 
prepared which shows the decreasing rate of effectiveness of the patent 
examiner in disposing of the applications presented to him as the 
number of patents increases. e line on the top chart indicates 
the increase in number of patents up to its present volume of nearly 
2,700,000, and at the bottom you will see the line representing the 
effectiveness of the examiner in disposing of these cases, which is 
almost a straight line chart going steadily downward. 

Mr. Cievencer. Is this due to the more intricate investigations or 
less application on the part of the examiner? 

Mr. Watson. There is probably a more intensified examination 
of the applications presented now than in the past. There is also no 
doubt an increase in the complexity of the character of the invention 
sought to be patented. And in addition to that and of much more 
importance is the fact that the classification of patents has not been 
taken care of for a great many years in a satisfactory manner. That 
impedes the examiner in his ability to handle any particular applica- 
tion in the shortest possible time. 

I think you are familiar with the problem of classification. Some 
of the classes which the examiners now work in are 50 years old, and 
unless we do something to reduce the field of search which each 
examiner must explore when he takes in hand a new application to 
examine, the problem will continue to be more difficult as the years go 
on. 

Mr. CLeveNGER. Have you a — mapped out? 

Mr. Watson. We have, and I shall be very happy to show it to 

u. We have small copies of this chart for the committee. We 

ave endeavored to look forward as best we can and to make a com- 
prehensive plan which would take into consideration two aspects of 
the Patent Office operation. 


BACKLOG OF APPLICATIONS 


First, the enormous backlog of applications which is presently 
before us, now amounting to 185,000. The present trend is upward 
and with an $11 million appropriation we will have by the end of 1955 
about 200,000 applications. 

Mr. Cievencer. What did you request this year for this operation 
from the Bureau of the Budget? 

Mr. Watson. In our original submission we had requested some- 
thing over $12 million. 
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Mr. Rooney. Do you have the exact figure for the record? 

Mr. Warson. That is not over here. 

Mr. Rooney. Your budget man would know that. 

Mr. Nretson. The request to the Bureau of the Budget was 
$11,760,000, 

Mr. Roonry. What was the request to the Department before you 
went to the Bureau of the Budget? 

Mr. CLevencer. What did you request from the Department 
before you went to the Budget Bureau with it? 

Mr. Watson. Something like $13.5 million. 

Mr. Nietson. I do not have the figure but will supply it for the 
record. 

(The information is as follows:) 


The amount requested was $12,080,000. 


Mr. CLevencer. How was this plan received? Did they believe 
you could do the job if you had the money? 


10-YEAR PLAN FOR REDUCING BACKLOG 


Mr. Watson. This plan has been only recently developed in the 
Patent Office and I am not sure that it has been submitted to the 
Secretary or that he has thoroughly digested it. We have endeavored 
to devise a plan which would have the effect of not only reducing our 
backlog to a desirable maximum number of 100,000 applications, but 
would also take care of the mounting problem of classification. 

Along here are several lines of figures. This is the current year 
1954, and the plan would extend in its operation to 1964. 

Mr. Cievencer. A 10-year period to get the surplus backlog 
digested? 

r. Watson. Yes. Here are the amounts which we think would 
enable us to bring this plan into being and to keep it in operation, 
stated in terms of yearly appropriations: 1954, $12 million; 1955, 
$13.8 million; 1956, $14.7 million. From then on it steadies, then it 
begins to go down here. Here is the slope indicating a falling off in 
the backlog of pending patent applications to the desirable number 
of 100,000; and here is a curve which indicates the handling of the 
immense number of patents in the Patent Office which should be 
reclassified, until in 1961 our classification will have been completed 
and we will then be able to operate on a much smaller appropriation, 
but not less than about $13.7 million at present prices. 

That is what the Patent Office has needed for a great many years. 
Many Commissioners have pleaded for funds for classification. It 
has been, however, considered to be a deferrable item. We do have 
36 classification examiners busy everyday in the classification opera- 
tion, but it is a job which it is beyond their capacity to accomplish, 
and we would like to increase the number of classification examiner 
assistants from 25 to 91 the first year, then to 128 for a 3-year period, 
then drop from 128 to 113 to 78 to 30 over a 3-year period. After 
we net over the hump 30 would do it. 

r. CLEVENGER. Do you believe it will ever go back to 30 without 
action by this committee? 

Mr. Watson. That is the best estimate we could make and it was 
made by a committee that spent a great deal of time on the matter, 
all of whom are thoroughly familiar with the problem. 
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Mr. CLtevenGcer. The number of employees in a bureau as a rule 
does not decrease in that ratio. 

Mr. Warson. I can only say that you speak from greater experience 
than mine. 

Mr. CLevencer. I would not say that, but the tendency of bureaus 
is to grow, and when you show us by this graph that employment 
will go from a high of 128 back to a lower figure of its own volition, 
it sounds incredible because that is counter to the way most bureauc- 
racies and bureaus are rua. 

Mr. Watson. Well, Mr. Chairman, the Patent Office is a very old 
institution. As you very well know, the performances of the patent 
examiners are rather predictable. They have been departmentized 
and formularized for a great many years. The gentlemen who have 
made this calculation are persons in whom I have the greatest 
confidence. 


ADVISABILITY OF OPERATING ON SELF-SUSTAINING BASIS 


Mr. CLevencer. What percentage of the cost at the present budget 
are you collecting in fees? 

r. Watson. I think last year it was 46 percent. 

Mr. Cievencer. Is there any particular reason why the man on 
the street who is not expecting to patent anything should be taxed 
for this service? It is a particular service to special beneficiaries, is 
it not? Is there any reason why the general taxpayer should be 
forced to carry this and other governmental services in which he has 
only a remote interest? Why should not the Patent Office get on a 
self-sustaining basis? 

Mr. Watson. As you know, Secretary Weeks has been emphat- 
ically of the opinion that the Patent Office should be placed upon a 
self-sustaining basis, and confronted with that expression from him, I 
have presented the very question you have asked me to the various 
bar associations in writing and in meetings with the associations. 
The question goes back to your own philosophy of government. 
great many who have responded have indicated their belief that most 
of the operations accomplished in the Patent Office should be on a 
self-sustaining basis. There were two operations excluded in the 
resolutions which have come to me. The first was concerned with 
the cost of distributing soft copies of patents, the library function of 
the Patent Office. No one seems to want to see the cost of a copy of 
a patent increased. It is 25 cents now and they want it to stay 25 
cents. 

The second exception has to do with the patent-examining operation. 
That, of course, is our most expensive operation, and it is the consensus 
of those who have written in that that operation is charged with a 
public interest of such nature that the entire cost of the operation 
should not be chargeable to the man who asked that the service be 
rendered, and the estimate as to what the public should pay in com- 
parison with what the individual should pay varies. from 50 to 66% 
percent and perhaps up to 75 percent, with a few believing that it 
should be 100 percent. 

That is the reaction of the people who are most intimately concerned 
with the operation of the Patent Office. 
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Mr. CLevencer. They always argue with me that the average 
man getting a patent isa poorman. We know the multitude of your 
= are corporation patents. Joe Doakes is a poor man too. 

en he buys the daily paper, instead of paying 2 pennies it is 5 
ennies and in some cities 7 pennies. The Saturday Evening Post 
is 15 cents instead of 5 cents. Why should a man expect to get a 
patent at the same cost that it was 30 years back? The argument 
does not hold water. The poor fellow in this country is John Q. 
Taxpayer. You and I know we are having a difficult time to break 
even in the circumstances under which we have to live, and although 
we had some tax relief on January 1, the average workingman today 
will have most of it taken up in additional social-security taxes, so 
he won’t be able to keep the amount of the reduction. There is a 
lot more to this than meets the eye, and there are many Government 
services the average taxpayer should not have to carry and cannot 
eg and continue to eat. 

r. Watson. There are many people who sympathize with you 
with respect to the proposal that the Patent Office should be made 
self-supporting, but by and large the great majority of patent lawyers 
of the country are not of that opinion, and the theory is, of course, as I 
understand it, that the schedule of patent fees should not be raised 
to such an extent that the patent system shall be regarded as the 
plaything of the corporations only, but that the poorest of our citizens 
should be able to participate. It is true that what we need is the 
largest possible flow of suggestions, contributions, of a patentable 
nature from the greatest possible base. No portion of the body of 
citizens should be excluded. 

Mr. CLEveNGeER. My previous statement was merely in the nature 
of questions; I was asking why you should not make the Patent 

ce self-supporting. We have a system of goverrment so compli- 
cated that the only way we can meet the bills from one Saturday night 
to another is to take something from everybody, and the poorest of 
our citizens has something taken away from him when he gets his pay 
check. When we ask for increases in Government spending we are 
just loading the ordinary citizen with more and more and leaving him 
with less and less of his income that he can spend as he chooses. 
make that as a relevant statement of fact. 

Are there any questions, gentlemen? 


SIZE OF FEES 


Mr. Coupert. Do we charge a nominal fee for patent applications? 

Mr. Watson. There is a fee payable upon the filing of every patent 
application. 

r. CoupEertT. What is that? 
Mr. Watson. $30. 
VW Mr. Coupertr. Have you estimated what sort of a schedule of 
costs or fees you would have to charge to make the Patent Office 
self-sustaining? 

Mr. Warson. We have, and I will give you a copy of a booklet that 
has been widely disseminated. I said awhile ago that I had laid the 
matter before the various patent groups of the country, and the first 
meeting which I had with any patent group was with the American 
Patent Law Association on the 13th of October last year in the 
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Department of Commerce Building. This phlet, which is a copy 
of the October issue of the Journal of the Patent Office Society, con- 
tains a report of that meeting, the remarks which I made, and a 
complete analysis of the costs of the various operations accomplished 
in the Patent Office, function by function, together with the receipts 
therefrom, in chart form. That has been widely disseminated 
throughout the country. 


COST OF ISSUING AVERAGE PATENT 


Mr. Coupert. Does that indicate what would be the fee charge- 
able for the filing or processing of the average patent, if you can 
define Hea as average. 

Mr. Watson. We know what the average patent costs us. 

Mr. Coupmrr. What is that? 

Mr. Warson. That is about $140. 

Mr. Feperico. It depends on various bases of charges. The aver- 
age cost would be $140, but the schedule of fees that would have to 
be charged would be somewhat different, and the analysis in that 
article contains a number of types of schedules. 

Mr. Covuperr. Take the simplest one. What, under this consid- 
ered schedule, would be the lowest cost for the simplest kind? 

Mr. Feperico. If you took the fee of $30 when applying and $30 
when the patent is granted, those two fees would have to be raised 
to in the neighborhood of $90 each if there were a straight fee on 
filing and issuing. 

POSSIBILITY OF VARIABLE FEES 


Mr. Covuprert. You would not discriminate between the character 
of the patent application? 

Mr. Watson. Not under our present schedule. 

Mr. Frperico. There is one way of trying to distribute the cost 
according to the size of the application which would make the cost 
higher for a larger size application. That fee would be variable. 

{r. Couprrr. I take it in any event even the simplest type of 
patent application if the Patent Office were to be made self-sustaining: 
would be very much in excess of the present $30 filing fee? 

Mr. Warson. That is true. In addition to the filing fee and 
issuing fee we charge $1 for every claim filed which is in excess of 
20 and $1 for every claim in the patent in excess of 20. But those 
fees have not resulted in any great return. 

Mr. Couprert. What is the $30? 

Mr. Watson. The $30 is the basic fee upon presentation of your 
case to the Patent Office and $30 again when the case is allowed and 
you want your patent. 

Mr. Covperrt. So the present minimum fee for a patent applica- 
tion is $60? 

Mr. Warson. But if you file more than 20 claims it might be $31 
or $32. $30 is the filing fee for a 20-claim application. 

Mr. Exuis. Those are statutory fees. 

Mr. Coupert. That is a fixed fee? 

Mr. Euuis. Yes. 
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WORKLOAD AND BACKLOG 


Mr. Couprert. You speak in your opening statement of 180,000 
patent applications now pending and that new applications are being 
received at the rate of approximately 72,000 a year, and that during 
1954 it is estimated that only 67,000 applications will be disposed of, 
therefore increasing the backlog by the difference of 5,000. Is that 
5,000 increase in uncompleted processing greater than in prior years? 

Mr. Watson. Yes. I will = you in a curve the recent history 
of the Patent Office in that respect. 

Mr. Coupert. Could you reduce the curve to figures for the last 3 
or 4 years at least? 

Mr. Watson. Here it goes back to 1900. This dotted line presents 
the number of pending patent applications at the end of each year. 

Mr. Couprertr. How many were pending over the past 5 years? 

Mr. Watson. In 1946 there were about 160,000. In 1948 there 
were about 235,000 patent applications. 

Mr. Coupert. 55,000 more than are pending at the present time? 

Mr. Watson. Yes. 

Mr. Covupert. That would have been the result, probably, of war 
stimulated activity? 

Mr. Watson. Yes. 

Then the number of patent examiners available for examination 
work was greatly increased to meet that situation and the backlog 
began to fall off at the rate of about 10,000 applications a year. 
That was the target. So that in 1953 we were down to 180,000 appli- 
cations. Now we are on the increase. In 1953 11 percent more 
applications were filed than in 1952. And we estimate at the end of 
this fiscal year we will have 185,000 applications. 

This second curve indicates the pile of work on the examiner’s 
desk awaiting his action. This curve is also on the upgrade. About 
May 1953 the direction of the curve reversed itself and we now have 
on the examiner’s desk almost 106,000 applications, which indicates 
the Patent Office is being overtaken by too much work. We do not 
have the force to deal with it. 

Mr. Couprertr. Thank you very much. 

Mr. CLEevENGER. Mr. Bow? 


RISE IN LAWYERS’ FEES 


Mr. Bow. You say the lawyers feel these fees should not be in- 
creased, and I have all the sympathy in the world with lawyers, 
having practiced law for 30 years. I wonder how much those lawyers’ 
fees have been increased in the past 30 years? 

Mr. Warson. I have not seen any figures on it, but I know they 
have all increased. Before coming to the Patent Office I was actively 
practicing and our fees had gone up moderately. They did not go up 
anywhere near parallel to the cost of living. 

r. Bow. I agree with vou on that. 

Mr. Watson. But they did go up. 

Mr. WiiuiaMs. I think we should keep in mind the fact that we 
have two different things before us. First we have the proposed 
budget for 1955 which calls for $11 million and secondly the things 
Commissioner Watson has been discussing, leading to an increased 
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schedule of fees, which will go further although I do not think it will go 
all the way, than the present schedule of fees does to help pay the cost 
of the operation of the Patent Office. One is a current study, and I 
think it is fine to have that general information given you gentlemen 
so that you can see what the problem is and what the statistics are; 
however we hope that during this congressional session we will move 
far enough forward so as to be able to submit legislation on fees. I 
think at the moment we should focus our attention on the cut from 
$12 million to $11 million. 

Mr. Coupertr. Does the revenue from these fees reduce the $11 
million or are they funds available on top of the $11 million? 

Mr. Wiiurams. They go into the general fund; they cannot be used 
by the Patent Office. 

Mr. Couprerr. The present filing fees we have been talking about? 

Mr. Wruutams. Yes. 


COMMISSIONER’S OPINION ON FEES 


Mr. Rooney. Commissioner Watson, a while ago you pointed out 
that the Secretary of Commerce is definitely of the opinion that the 
Patent Office should be self-sustaining, and in your address of October 
13, 1953, to the American Patent Association at their annual meeting, 
you stated that “the Secretary of Commerce, Mr. Weeks, is definitely 
of the opinion that the Patent Office should be financially self-support- 
ing, having stated this view publicly.”” How do you feel about that? 

Mr. Watson. Well, that is a very pertinent question. 

I feel that too much emphasis has been placed upon the phrase 
“self-sufliciency of the Patent Office.” I want to see above all things 
our patent system operating in a healthy condition. It could operate 
in a healthy condition whether or not the Patent Office is self-support- 
ing. By that I mean that those who file applications, and those who 
make inventions must not find that by reason of the very large fees 
which some schedule of fees might give us, that they cannot come 
to the Patent Office readily. It is conceivable that a schedule of fees 
might be devised which would be a serious deterrent to the filing of 
patent applications. We do need to receive, from those who are 
capable of making them, inventions of all characters, not only the 
great inventions of the large research bodies, but the many, many 
small inventions which go to bring into being the necessary adjuncts 
of the big inventions. Tn the past those inventions have come from 
every area of our population. They should in the future come from 
every area of our population. As I said before, if we should impose 
upon the population a schedule of fees which is too high, then there 
would be a killing of the incentive to file, which would be bad. 

On the other hand, I cannot see that the Patent Office would be 
injured in any way, or the patent system injured in any way, should 
the schedule of fees be sufficiently large to make the Patent Office more 
than self-supporting. 

Mr. Rooney. What do you assume in order to arrive at a statement 
like that? 

Mr. Watson. I see no direct connection between the phrase “‘self- 
supporting’ and the volume of inventions which enter the Patent 
Office day by day. I see only the relationship of the actual fee which 
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is charged and the ability of the individual to pay those fees. If the 
fees are too large, he cannot pay. 

Mr. Rooney. That is all very obvious. Let us get down to the 
Secretary’s statement that he is definitely of the opinion that the 
Patent Office should be financially self-supporting. 

Do you agree or disagree with that? 

Mr. Watson. I certainly would never say that the Secretary was 
wrong, and I would say, as I attempted to say, that I do not believe 
that he can be sure that he is right. 

Mr. Rooney. In other words, you want to leave this in a state of 
flux. 

Now, in the speech to which I referred you quoted the distinguished 
chairman of this committee, Mr. Clevenger, as having made two 
statements in January 1948, and the former distinguished and beloved 
chairman of this committee, the gentleman from Nebraska, Mr. 
Stefan, as having made certain statements on the subject. You 
quoted the senior Senators from Nevada and Michigan. It is clear 
from pages 1718 and 1719, as well as from the excerpt from the com- 
mittee report last year, contained at page 1719, that the issue is a 
definite and concrete one. I do not know how you can fairly get 
away from expressing your opinion as to whether the Patent Office 
should or should not be self-supporting. Should the fees be sufficient 
to offset the amount of money that the Patent Office costs the tax- 
payer? Understand, I am not expressing my own opinion at the 
moment with regard to this. I am trying to get your mentality 
insofar as this matter of increasing fees is concerned. 

Mr. Warson. All right. You will see further in that statement 
that I represented to their assembled bar association that it was my 
function to set forth the views of the administration, meaning by that 
the views of the Secretary. 

You also see in the concluding paragraph that I recommended that 
the bar submit to me their views as to what might be considered to 
be a reasonable schedule of fees. 

Mr. Rooney. And you also stated your endeavors to secure ade- 
quate funds from the Congress to give meritorious salary increases, 
and to increase our staff, did you not? 

Mr. Warson. I recommended strongly that the fees—— 

Mr. Rooney. I am not finding fault with you for that. I just 
want to get your views on the record. 


PLANS FOR REDUCING BACKLOG 


At page 3 of your opening statement you say with regard to appro- 
priations in the coming fiscal year 1955: 


It is thus quite apparent that an increasing number of applications will have 
to be added to the backlog and action thereon deferred. By the end of the fiscal 
year 1955 a total backlog of some 200,000 pending patent applications is in pros- 
pect if the reduced appropriation is granted. Some 3 years and 7 months is now 
needed for the processing of a patent application from the date of receipt in the 
Patent Office to its date of issuance as a patent. Naturally, with the decreased 
examining force, this examination period will be further lengthened. 


Continuing: 
It has been thought that if the number of pending applications were approxi- 


mately 100,000 rather than 200,000, industry would thus be served and the ad- 
vancements in the several arts would not be hampered because of delayed action 


j 


126 


in the Patent Office. With the backlog of applications awaiting disposal totaling 
twice this number, the situation will in this respect be less favorable than it is at 
this time. 

Now, how many patent applications did you have pending as of 
February 1, 1953? 

Mr. Watson. About 180,000. 

Mr. Roonry. And how many will be pending as of February 1954, 
the end of this month? 

Mr. Warson. About 185,000. 

Mr. Rooney. In your proposed plan which you described with a 
chart a while ago—a copy of which I have in my hand—you would 
expect that by 1956 fiscal year you would have an annual appropria- 
tion for the Patent Office of almost $15,000,000; to-wit, $14,700,000. 
This would compare, would it not, with an appropriation of $11,500,000 
for the fiscal year 1951? Correct? 

Mr. Warson. Yes. 


EXPANSION OF STAFF 


Mr. Rooney. And if the Congress were to go along with your pro- 
pee plan—and I would not be surprised if it did not—you would 
ave as examiner-assistants by 1965, 30 as compared with 32 examiner- 
assistants in the fiscal years 1950 and 1951, or over a span of 15 years 
you would then have saved the salaries of 2 examiner-assistants, if I 
understand the chart correctly, and if I do not please tell me where 
I am wrong. 

Mr. Watson. Well, you say in 1965 we would have 30 examiner- 
assistants in the Classification Division. 

Mr. Rooney. Yes. I do not care what division it is. If you are 
going to divide it into divisions, all right, but you are referring to the 
same thing in the bottom line there, are you not? There were 32 
examiner-assistants in the fiscal years 1950 and 1951 and there would 
be 30 in the fiscal year 1965. 

Mr. Warson. That is true. I may say we need temporarily a 
large number of examiner-assistants for the purpose of classification, 
whose services will not always be needed. 

Mr. Rooney. You understand the point I want to make, that in 
15 years you are going to have 2 less examiner-assistants if the Con- 
gress were to go along with your proposed plan. Your proposed plan, 
you will agree, would entail appropriations to the extent of $14,700,000 
for a period of 3 years; that is, 1956, 1957, and 1958, and as much as 
$14,600,000 in 1959. The Patent Office has never in its history 
reached appropriations like that; is that correct? 

Mr. Warson. That is correct. 

As far as I know, I have no information as to what has been re- 
quested in many years of the past. I will say this, however, that 
every Commissioner of Patents of whom I have any knowledge— 
and that goes some time back—has requested money for classification 
and has not received it. It is a deferrable item that can be passed 
over. I can say this, the Commissioner of Patents 100 years ago, 
in 1853, demanded money for classification. It is nothing new. It 
has never been licked, and if you want to keep on deferring it, you 
can keep on deferring it. 

Mr. Rooney. The question before the committee is the requested 
amount of expenditures for the Patent Office as compared with what 
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they are at the present time and what they have been in the past, and 
the comparison of backlogs. As far as the patent examiners and the 
people over in the Patent Office being entitled to a decent wage, I 
would probably go along with you a hundred percent on that. 

There have been some pretty good Commissioners of Patents in 
your time? 

Mr. Warson. Very good. 

Mr. Roonsy. Very conscientious gentlemen? 

Mr. Warson. Every one of them. 

Mr. Roonry. And the people now working for you. You have 
been there about a vear. 

Mr. Warson. Ten months. 

Mr. Rooney. Would you say, generally speaking, they are all hard 
working, decent government employees? 

Mr. Warson. Very, very good, in my opinion. 

Mr. Rooney. I think that is all. 


GRADUAL INCREASE IN FEES TO BE PROPOSED BY PATENT OFFICE 


Mr. Wituiams. Perhaps I can make another comment that would 
be of help in this discussion. 

Mr. Rooney quoted the statement of the Secretary in which he 
eg the hope that the Patent Office could be on a self-sustaining 

sis. 

Mr. Rooney. I quoted the Commissioner who quoted the 
Secretary. 

Mr. Wiuurams. I think that is a correct expression of Secretary 
Weeks’ viewpoint. 

Since that time, Commissioner Watson has made a very careful 
canvass of the patent attorney world and the patent association 
world with the idea, first, of finding out what their point of view 
would be with respect to raising fees, and second, as to what their 
point of view would be with respect to the establishment of a system 
of user charges. 

You will find, generally speaking, there is acceptance of the idea 
of increased fees. He finds, generally speaking, there is not accept- 
ance of the idea of establishment of a system of user charges. ‘This 
has been discussed recently with Secretary Weeks. He recognizes 
the practicality of the situation and therefore it has been dealt with 
by the Patent Office and by the Department, and it has been decided 
that it would be better for us to undertake to take one step at a 
time, take that step that has to do with the raising of fees—and there 
will be legislation before the Congress for consideration with respect 
to fee raising—and let the question of charges go until later on, or 
at least until sentiment can be established as to what next step 
seems best. At any rate, if the fee schedule which is now in process 
of consideration is accepted, then irrespective, for the moment, as 
to where the funds go, whether they accrue to the account of the 
Patent Office or whether they go to the general fund, the fact re- 
mains that the total income to the Government will be about 75 
percent—is that not correct, Commissioner Watson—of the total 
cost of operating the Patent Office. So I think again for simplicity’s 
sake we might keep in mind the fact, that there may be for the 
moment, a sliding back further, so far as the accumulated backlog 
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is concerned, but that before this iegislative session is over it is our 
hope that there will be, through an increased schedule of fees, an 
offsetting income for more than the $1 million that we are suggesting 
be reduced from this 1955 budget. 


REDUCTION OF BACKLOG 


Mr. Roonny. That is all very well and nice, but if you are going 
to give the public—and that is the public that deals with the Patent 
Office—decent service, you cannot do it by running the show this way. 
This looks good on the face of it. But if you are going to get rid of 
the backlog you have to have employees to do it. 

Mr. Watson. That is right. 

Mr. Roonry. We are only kidding one another when we start 
shadowboxing about it. 

Mr. Warson. Did you fully understand that chart? It also shows 
the Ss of the backlog and its elimination. 

Mr. Roonny. I read the chart. 

Mr. Warson. I take it that you are not altogether in sympathy 
with the reduction of the unclassified pile of patents we have there. 

Mr. Rooney. I am not at all satisfied with the report of the opera- 
tions of the Patent Office and its approach to the problem of the 
backlog of cases they have confronting them. 

Mr. W arson. Perhaps I have not understood the nature of all of 
your objections. Is there any further information that you would 
ike to have from me on that point? 

Mr. Roonry. No. I think that you have given enough. 

Mr. Warson. It is a question of manpower. 

Mr. Rooney. Of course, it is. You cannot get away from that. 

Mr. Warson. Yes. We have to have more men if we are to do a 
good job. 

Mr. Roonry. Of course. 

Mr. WiuuraMs. I do not think that you have made the point clear 
that | would like to have registered. I think we would all agree with 
you, Mr. Rooney, the cut from $12 million to $11 million, $1 million 
less than last year, will mean fewer examiners and therefore we will 
have a further accumulated backlog. That is not good, With that 
we all agree, I think. 

The other point is: We hope and believe that the wisdom of putting 
into effect these fees with suitable legislation which will enable those 
funds resulting from the increased fees to be applied by Congress to 
the backlog. This will more than offset this thing which was just 
brought up a moment ago, namely, the cutting down of the appro- 
priation and hence reduction in the number of patent examiners. | 
think that it will be possible to have enough income from increased 
fees so that we ultimately may request increased patent examiners. 
This will also allow us to wade into this classification problem. 

Mr. Roonry. You are now expressing the views of the Secretary, 
which do not coincide with the views of the Commissioner in this 
regard, as I interpret them. 


PATENT APPLICATION PROCEDURE 


Mr. Coon. Can an applicant for a patent apply directly to your 
office, or does he go through a patent attorney? 
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Mr. Watson. He can apply directly. He is under no obligation 
whatsoever to employ an attorney although it is recommended in the 
Patent Office’s rules, and in the literature we distribute, that he do so. 

Mr. Coon. It is practically necessary that he go through a patent 
attorney? 

Mr. Warson. Some inventors have prosecuted their own applica- 
tions before the Patent Office with great success, but the average 
person who for the first time makes an invention does not have the 
first idea as to how to draft a patent application and to present it 
properly, and so many objections are found, imperfections are found, 
when it is presented by the average unadvised inventor, that we recom- 
mend that he go to an attorney “and be advised in the first instance. 

Mr. Coon. Through our office I have not had any complaints from 
any patent applicant about the Patent Office, but I have had some 
complaints about some of the patent attoraecys that they would hire. 

Mr. Watson, That is a long story. We have our associations and 
those members of the patent profession who are members of the 
associations are vigorously policed by the associations, and those 
members who practice before the Patent Office are vigorously policed 
by the Patent Office. If you ever come across an instance where some 
person is apparently conducting a business ia an unethical manner 
and he is a licensed patent attorney or lawyer or agent, we will be 
very es? py to receive your complaint and to act upon it. 

Mr. Coon. I am glad to know that. 

Mr. CLevencer. Mr. Preston. 


EFFECTS OF PROPOSED BUDGET REDUCTION 


Mr. Preston. Mr. Commissioner, are you supporting this cut of 
$1,000,000? 

Mr. Warson. I am not; if I may be permitted to say so, I think 
the effect will be bad. My only hope is it will only be temporary and 
in view of the immediate need for funds for the balancing of the 
budget. 

Perhaps I did not make clear certain facts. If the cut goes into 
effect we must of necessity lose a total of about 165 employees of 
whom 95 will be patent examiners. 

Mr. Preston. Trained people? 

Mr. Watson. Trained people. Seventy will be clerks and others 
who assist them in their work. 

We will lose as the result of such a cut, and in the course of the 
year, about 10,000 disposals. In other words, we will be able to 
dispose of 10,000 applications less in the year of the cut than we are 
currently disposing of. 

There will be on the desks of the examiners at the end of that year 
some 110,000 applications, or 7,000 more than at the beginning of 
that year. 

The total number of pending applications will increase by 15,000. 
In other words, at the end of the year of reduced appropriations we 
will have 200 000 pending applications instead of 185,000 at the end 
of this year. 

We will print 5,000 fewer new patents, and we will defer the reprint- 
ing for public consumption of some 50,000 patents for which the supply 
of copies is entirely exhausted, and in other small ways will not be 
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able to serve the public nearly as well under the reduced appropria- 
tion as we are currently able to serve the public. 

Mr. Preston. That disturbs me because already there is a feeling 
in the minds of the public that it takes too long to get anything 
accomplished through the Government. I do not care what agency 
it is. It takes too long to get an answer to a letter. It takes too 
long to get a piece of literature. It takes too long to get anything 
from the United States Government. This simply makes the matter 
worse. It is a recognized fact that the backlog is there. We are 
running away from it rather than doing anything about it. 1 do 
not know whit the philosophy of this cut is, and what thinking 
prompted or suggested it. On my part, I think it is foolishness to 
take a $1 million cut in an area where we are already embarrassed. 

Mr. Watson. And at the time of an increasing intake of work. 


ADVISABILITY OF OPERATING ON A SELF-SUSTAINING BASIS 


Mr. Preston. This proposition of an agency being self-sufficient 
bothers me. There is some service that the Government should 
render the people for the amount of taxes they pay—and they are 
high enough—and if you start putting all the service agencies on a 
sdinaketing basis then you are taking away from the people some 
of the services that they are entitled to expect as the result of the 
money that they have to pay in the form of taxes. 

I hope this service will not be put on a self-sustaining basis because 
when you start that you will start a trend. Other agencies will go 
on the same basis. You will still have to pay approximately the same 
amount of taxes. What you will save here is chickenfeed when you 
think about the overall picture and the amount of money that it 
takes to run the Government. There is only about $5 or $6 million 
involved because you are taking in about half in fees now. 

Mr. Watson. The various bar associations of the country have 
spent in recent weeks and months a great deal of time in debating this 
very question—whether or not the Patent Office should be self- 
sustaining. I have reported to you the consensus. They have gone 
a long way, in my opinion, in voluntarily offering to increase fees on 
the presentation of the facts. 

Now to repeat, there seems to be no argument in the bar as to 
certain items which are dispensed by the Patent Office in goods or 
services. It is agreed that practically all of the minor items which 
are sold, or minor services which should be performed, should be on a 
self-sustaining basis. A man will want to buy a document, and he 
pays for it. That is all right. The trade-mark operation is regarded 
in a different category from the patent examining operation because 
when a man files an application for registration of a trade-mark he 
is asking for a valuable certificate which is an incident to his pros- 
perous business, and he should be willing to pay for that certificate. 
It is only when you come to the patent examining operation that 
there is any large division of opinion as to what portion of that cost 
of operation should be borne by the public and what portion should 
be borne by the private individual, and there the consensus is that 
some portion of it should be borne by the public. 

Nobody has been able to prove, particularly to my satisfaction, 
either that the Patent Office should be 100 percent self-sustaining, 
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or that it should fall a little below, or that it should be 2 or 3 points 
above. That seems to me to be off the point. The question is, 
What is good for the welfare of the Patent Office and this involves the 
size of the fees which should be charged. 

Mr. Cuievencer. We will adjourn until tomorrow morning, 
gentlemen. 


Tunspay, JANUARY 12, 1954. 
COAST AND GEODETIC SURVEY 


WITNESSES 


REAR ADM. R. F. A. STUDDS, DIRECTOR 

CAPT. ISIDOR R. RITTENBURG, ASSISTANT DIRECTOR FOR 
ADMINISTRATION 

JOHN M. AMSTADT, BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


GF $12, 535,000 | $12,000, 000 $10, 200, 000 
Reimbursements from non-Federal sources 8, 893 | 10,000 | 10, 000 
Reimbursements from other accounts...............- 1, 478, 568 925, 850 | 516, 000 


| 
| 


Total available for obligation ...| 14,022,461 | 12, 935, 850 | 
Unobligated balance, estimated savings | —95, 490 — 100,000 


12, 835, 850 | 10, 726, 000 
Nore,.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal property 
(40 U.S. C. 481 (¢)). 


-| 13, 926, 971 


Obligations by activities 


Description 1953 actual | 1954 estimate 


Direct Obligations 


. Surveys and charts for marine and air navigation...........] $7,317,341 $6, 818, 150 
. Geodetic control 2, 709, 722 
. Earthquake investigation 

. Commissioned officers 

. Administration 


Total direct obligations 
Obligations Payable Out 4 Reimbursements From Other 
ccounts 


1, Surveys and charts for marine and air navigation 1, 154, 351 
2, Geodetic control 322, 541 
4. Instrument services. 1, 676 


Total obligations payable out of reimbursements from 
other accounts. 1, 478, 568 


Obligations incurred 13, 926, 971 


| 
10, 726, 000 
1955 estimate 
é 1 $5, 700, 900 
2 2, 119, 000 
3 131, 000 
4 207, 000 
5 1, 675, 000 
377, 100 
845, 500 501, 006 : 
15, 000 15, 000 
12, 835, 850 | 10, 726, 000 
é 
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Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Summary of Personal Services 
Total number of permanent positions __........-.....--------- 1,795 1,704 1,490 
Full-time equivalent of all other positions 569 494 
Average number of all employees. ._...............----.------ 2, 135 | 2,026 1,714 
Average salaries and grades: 
General schedule grades: 
$4, 306 $4, 370 $4, 419 
Crafts, protective, and custodial grades: 
$3, 032 $3, 102 $3, 162 i 
Ungraded positions: 
Wage Board employees (average salary) $5, 293 $5, 413 $5, 502 
Crews of vessels (average salary)_....-.-...-.-----..------ $3, 358 $3, 348 $3, 316 
Personal service obligations: 
Permanent 7, 306, 601 7, 186, 565 6, 292, 675 
Other positions _ - 7 306, 072 138, 290 64, 490 
Crews of vessels _ a 1, 611, 888 1, 513, 550 1, 210. 375 
Regular pay in excess of 52-week base 26, 596 23, 900 20, 745 
Payment above basic rates._._.............--.-------------- 253, 147 146, 160 102, 960 4 
Allowances for subsistence and quarters for commissioned j 
Total personal service obligations..............---...--- 9,832,080 | 9, 343, 465 8, 010, 245 : 
Direct Obligations i 
01 Personal services 9, 028, 387 , 757, 450 7, 699, 545 
02 Travel 597, 821 320 514, 300 
03 Transportation of things. 139, 238 136, 670 120, 370 
04 Communication services.............................---.. 32, 410 64, 280 66, 560 i 
05 Rents and utility services..........._....-- a ee 2%, 897 239, 780 102, 930 
07 Other contractual services... 115, 727 83, 725 74,170 
Services performed by other agencies.............-.----- 61. 47 39, 570 37, 305 ; 
Repairs of vessels - 208, 717 200, 000 175, 000 
218, 835 210, 000 175, 500 
08 Supplies and materials.................------------------- 773, 57 744, 730 619, 165 Ms 
378, 831 263, 130 158, 955 
12 Pensions, annuities, and insurance claims (pay of retired | } 
officers) __ 303, 150 340, 000 367, 000 
13 Refunds, awards, and indemnities_........-...-.--.. idee 1, 670 750 750 5 
15 Taxes and 16, 064 14, 765 14, 440 
12, 454, 506 11, 916, 170 10, 215, 990 
eduet charges for quarters and subsistence. 6, 103 6, 170 5, 990 
12, 448,403 | 11, 910, 000 10, 210, 000 
Obligations Payable Out of Reimbursements From Other 
Accounts 
03 Transportation of things--_- 7, 397 
04 Communication services____- 81 
05 Rents and utility services___- 2, 318 
07 Other contractual services... 1, 
0s aay lies and materials__._- 91, 435 
art and bond paper... 287, 336 
09 Equipment.__..._____....- 186, 67: 
15 Taxes and 
Total obligations le out of reimbursements from 
other 1, 478, 568 | 925, 850 516, 000 
Se ee 13, 926, 971 12, 835, 850 10, 726, 000 
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Analysis of e€ 8 


1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year “é | $1, 905, 205 $1, 868, 413 $2, 292, 413 
Obligations incurred during the year | 13,926, 971 12, 835, 850 10, 726, 000 
15, 832, 176 14, 704, 263 13, O18, 413 

Deduct: } 

Adjustment in obligations of prior years 97, 439 

Reimbursements 1, 487, 461 935, 850 526, 000 
Unliquidated obligations, end of year | 1, 868, 413 | 2, 292, 413 2, 323, 413 

Total expenditures 12, 378, 863 | 11, 476, 000 } 10, 169, 000 


| = 

Expenditures are distributed as follows: 

Out of current authorizations one 10, 701, 902 
Out of prior authorizations 1, 676, 961 


9, SA9, S85 | 
1, 606, 415 | 


SUMMARY OF REQUIREMENTS 


Mr. CLevenGER. We will take up the Coast and Geodetic Survey, 
which is found on page 600 of the justifications; page 605 will be put 
in the record at this point. 

(The justification referred to is as follows:) 


Summary of requirements 


Appropriation, 1954 (regular bill) $12, 000, 000 


Net difference, 1955 under 1954: 


Requirements | Difference, 
increase (+) 


1954 | 1058. | OF de- 
adjusted estimate | Tease (-) 


By activity 


$5, 700, 900 | —$1, 117, 250 


1, Surveys and charts for marine and air nav eae. $6, 818, 150 | 

2. Geodetic control. 2,589,000 | 2,109,000 |  —480, 000 
3. Earthquake investigation _- 146, 300 | 131, 000 —15, 300 
4. Instrument services. 217, 000 | 207, 000 | — 10, 000 
5. Commissioned officers 1, 730,000 | 1,675, 000 | — 55, 000 
6. Administration. 390, 550 | 377, 100 | —22, 450 

..----+--| 11, 900,000 | 10, 200, —1, 700,000 —1, 700, 000 


Mr. CLevencer. The request is for $10,200, 000, a reduction of 
$1,800,000 under the appropriation of the current fiscal year. We 
will be glad to hear from you, Admiral. 


GENERAL STATEMENT 


Admiral Srupps. I have a prepared statement, copies of which I 
believe were distributed. 

Mr. CLevencer. You may offer a copy for the record and then 
make such remarks as you care to. 

Admiral Stupps. It is rather lengthy. If you prefer I not read it, 
I will just mention the highlights. 

Mr. CLevencer. You may do that. 

(The statement referred to is as follows:) 

Public Law 373, 80th Congress, defines the functions and duties of the Coast 


and Geodetie Survey for performing various long-established services necessary 
(a) to promote safe navigation on the sea and in the air and (b) to furnish engi- 
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neering and scientific services essential to Government agencies and the public. 
The principal services rendered are as follows: 

1. Surveys and charts for marine and air navigation —(a) Nautical charts, coast 
pilots, tide and current tables, and related publications are produced and distrib- 
uted to cover the 90,000 miles of shoreline and the vast areas of coastal waters 
under the jurisdiction of the United States. Survey ships and shore-based field 
units make the extensive field surveys—hydrographic, topographic, geodetic, tide, 
current and magnetic—to obtain the information needed for the compilation and 
frequent revisions needed to maintain the accuracy of the nautical charts and 
related publications. 

(b) Aeronautical charts are produced and distributed for the areas under 
United States jurisdiction and for routes in foreign areas where required for civil 
aviation. 

2. Geodetic control—Exact geographic positions of monumented stations and 
natural objects, elevations of benchmarks, astronomic positions of selected points, 
gravity surveys of critical areas, and related data throughout the United States 
and possessions are provided by geodetic control surveys. These surveys provide 
the rigid framework of reference points necessary for the accurate location of the 
features shown on the charts and maps of the Nation and the accurate reference 
points widely used in reclamation and flood-control projects, location of national, 
State, and private property boundaries, highways and railroad construction, 
geophysical prospecting, and many other engineering and scientific projects. In 
addition very precise control is needed on the experimental ranges where new 
defense equipment is being developed. 

3. Earthquake investigations.—Provides information on frequency and severity 
of earthquakes in various regions, engineering data for design of earthquake 
resistive structures and information concerning ground movements in earthquake 
regions. Involves operation of seismographs, measurements of vibration periods 
of structures, collection of data on earthquake damage, and measurements of 
ground movements. 

For fiscal year 1955 the Coast and Geodetic Survey requests $10,200,000 to con- 
tinue the above-described long-established activities—a reduction of $1,800,000 
and 253 man-years of employment below the 1954 appropriation for salaries and 
expenses. The Bureau will strive to the limit of its ability to (1) provide accurate 
charts for marine and air navigation, (2) meet requirements of the Defense Depart- 
ment for Alaskan surveys and charts in support of joint Canada-United States 
defense plans, and (3) meet requirements of other Federal agencies for geodetic 
control. All Bureau activities, however, must be revised downward to operate 
within its prospective appropriation. There follows a tabulation which shows in 
detail the adjustments which will be made in each major activity. 

1. Surveys and charts for marine and air navigation.—A decrease from $6,818,150 
to $5,700,000 and from 1,206 man-years to 1,015 man-years of employment, which 
will be accomplished by— 


(a) Decommissioning our largest vessel, the ship Pioneer, to reduce 
expenditures 

(b) Drastically curtailing the Seattle processing office to reduce ex- 
penditures 

(ec) Curtailing of shore-based hydrographic surveying activities to 
reduce expenditures 

(d) Reducing our nautical and aeronautical charting and reproduc- 
tion program 

(e) Cutting in half our program of airport obstruction surveys, and 
curtailing our coastal mapping program to reduce expenditures _ 

(f) Closing down our San Juan, P. R., and Point Barrow, Alaska, 
magnetic observatories to reduce expenditures 

(g) Miscellaneous reductions of expenditures to save 


1, 117, 250 


2. Geodetic control surveys —Decreased from $2,599,000 to $2,119,000 and from 
384 man-years to 339 man-years of employment to be accomplished by— 
(a) Elimination of two triangulation parties scheduled to survey in the 
United States. 
(b) Elimination of one reconnaissance party in the United States. 
3 Reduced leveling in the States. 
d) Reduction of computers in the Washington and New York offices. 


$404, 000 
20, 000 
125, 000 
335, 000 
150, 000 
32, 000 
51, 250 
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3. Earthquake investigations.—Reduced from $146,300 to $131,000 and from 

20 man-years to 18 man-years of employment to be accomplished by: 
(a) Reduction of field seismological surveys. 
(b) Reduction in areas to be resurveyed along the San Andreas Fault. 

4. Instrument services—Reduced from $217,000 to $207,000 and from 41 
man-years to 39 man-years of employment. 

5. Commissioned officers—Reduced from $1,730,000 to $1,675,000 and from 
180 to 171 commissioned officers. In addition, 3 officers are assigned to the 
International Technical Cooperation Program and paid from allocated funds. 

6. Administration.—Reduced from $399,550 to $377,100 and from 78 man- 
years of employment to 74 man-years of employment to be accomplished by the 
reduction of 4 positions in the administrative services, personnel, and budget and 
finance functions. 

As we progress into fiscal year 1955 it may become necessary to reevaluate 
and realine our activities to insure that first priority items in all categories are 
completed. This will require an almost day-to-day liaison with other Federal 
bureaus that are dependent on our work to effectively prosecute their own pro- 
grams and to the military services to assist them in meeting their defense 
requirements. 


n summation, then, we might say that our program for 1955 will be under 
constant scrutiny to enable us to provide services to meet the highest priorities 
which, as experience has shown, may change from month to month. Our pro- 
gram, perforce, will have to be a flexible one, and necessary items will have to be 
postponed to accomplish those of greater demand. 

Admiral Srupps. This statement defines the functions of the 
Bureau which have been assigned to our office by the Congress. In 
order to carry out those functions, we are requesting $10,200,000. 


CURTAILMENT OF ACTIVITIES 


In order to keep within this amount we are going to be obliged to 
curtail our activities. The functions of the Bureau are too well-known 
and have been established for so long a period that to abolish any 
function will simply not be keeping in with the activities of the 
Bureau. So the only way in which we can keep within this budget 
estimate will be to curtail some of these functions. By curtailing 
them I mean they will have to be postponed—necessary and essential 
functions. It will be a question of taking our first priorities first and 
reevaluating our program on almost a day-to-day basis in order that 
the highest priority items may be adbunepliahied. 

In the activity, “Surveys and charts for marine and air navigation,”’ 
we are taking a reduction of $1,117,250 less than the current year. 

In the geodetic control surveys program we are decreasing from 
$2,559,000 to $2,119,000. 

In earthquake investigations a reduction from $146,300 to $131,000. 

The balance of reductions are in minor activities, such as instru- 
ment services, commissioned officers, and administration. 

This amount of $10,200,000 represents a reduction of 15 percent 
from the 1954 appropriation. That in itself was about 10 percent less 
than the figure we came before you with last year, $13,250,000. 

It represents further a reduction in personnel of 253 man-years. 

I would like to call your attention, Mr. Chairman, to a graph 
which we have prepared for you on page 603, which shows our expend- 
itures from salaries and expenses in the years 1947 to 1955, and our 
personnel for the same years. If you will notice that for 1955 we are 
asking for 1,656 employees, compared with 1,909 for the current year 
and 2,008 in 1947. 

We have a summary table on page 602 which itemizes all of these 
reductions and shows comparable figures for the current fiscal year. 


5 
5 
4 
i 
re 
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GEOMAGNETIC LABORATORY 


Mr. CLevencer. How is the geomagnetic laboratory progressing? 

Admiral Stupps. We have obligated about $20,000 so far for plans 
and specifications. 

Mr. Cievencer. No contracts have been let on that? 

Admiral Srupps. No; we are drawing up the specifications and 
designs, and the contract will be let some time in the latter part of 
this fiscal year by the General Services Administration. 

We have transferred $19,000 to the General Services Administration. 


POSTWAR EXPANSION 


Mr. CLevencer. The appropriations for the Bureau were sharply 
stepped-up following the war, were they not, from $7,136,000 in 1946 
to an appropriation this year of some $12 million, in round figures? 

Admiral Srupps. Yes, sir; during the Korean campaign. We were 
in the midst of the defense movements at the moment. 

Mr. CLevencer. The Korean campaign would be the 1951, 1952, 
and 1953 years? 

Admiral Srupps. Yes, sir. 

Mr. Cievencer. It is fairly level there. 

Admiral Srupps. Of course. During World War II we had trans- 
ferred a number of vessels to the other services. 


RECEIPTS FROM SALE OF CHARTS TO PUBLIC 


Mr. CLevencer. How much was returned to the Treasury, do you 
know, from the sale of charts, and s9 forth? 

Admiral Srupps. In 1953 it was $429,000, approximately. For the 
first 6 months of this fiscal year it is just about half of that. So it 
will be about the same figure, which was about the same figure for 
1952. 

Mr. CLtevencer. Mr. Coudert, do you have a question? 


Errects or Repucep BupGer 


Mr. Couprerr. There is only one fundamental question that always 
occurs to one with an apmney like yours or the CAA. I take it that 


on a somewhat reduced 
safety measures? 

Admiral Srupps. That is our prime consideration. I sincerely 
hope we will not have to, but there is always a question. In aero- 
nautical charts, with the aviation industry rapidly increasing, faster 
planes, heavier loads, we are not going to be able to make the ob- 
struction-plan surveys that we have been previously making. We 
will have to cut that program. 


udget you will still not have to sacrifice any 


OBSTRUCTION-PLAN SURVEYS 


Mr. Couprert. May I ask what you mean by “‘obstruction-plan 
surveys”? 

Admiral Srupps. Yes, sir. That is a plan of an airport drawn up 
showing all of the obstructions to planes. 
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Mr. Covuprrr. Does that relate to new and prospective airports or 
is it a continuing survey relative to all airports? 

Admiral Stupps. To all airports. We make original surveys and 
we make amendments when new construction occurs. 

Mr. Couprrtr. No other agency does that? Are you the sole 
agency responsible for that? 

Admiral Stupps. Yes, sir, we furnish that information to the CAA 
and the CAB. 

Mr. Couprerr. The CAA does nothing on its own responsibility 
in that field? 

Admiral Stupps. No, sir. We put out a survey party. We 
photograph the airport. Then we draw up a plan and send a field 
party out to determine the elevations of the obstructions. That is 
highly important when you come to consider faster and heavier 
peas because the angle of glide makes quite a difference. The 
oading of a plane makes a difference. The CAB draws up their 
regulations for the loading of a plane based on the speed and weight 
of the plane, size of the plane, and the airport obstructions we furnish 
them. 

Mr. Coupert. Why should not that service be in the CAA? 

Admiral Srupps. Because it is a surveying operation. 

Mr. Couprerr. Has it always been in your agency? 

Admiral Srupps. Yes, sir. I think we originated that. 

Captain Rirrensure. It is the basis on which the CAB and the 
airlines determine the safe takeoff loads. 

Mr. Couprrt. You spoke of cutting in half the obstruction surveys 
in order to come within the budget request and thereby save $150,000. 
What do you mean by “cutting in half?” How many surveys will 
you have conducted during the course of the current fiscal year? 

Mr. Amstapr. It will reduce it approximately 54 percent. 

Mr. Coupert. That is what the admiral said in his opening state- 
ment. I was trying to get it down to something more tangible. Give 
it in round figures so we will know whether you are dealiag in 6 surveys 
or 60 surveys. 

Admiral Srupps. We have been operating quite a number at the 
present time. 

Mr. Amstapr. About 75 would be the amount actually completed. 

Mr. Couprrr. Seventy-five individual airports? 

Mr. Amsrapr, Yes, sir. 

Mr. Couprert. Involved in surveys relating to obstruction? 

Mr. Amstapr. Yes, sir. 

Captain Rirrensura. There are about 500 airports in all. It is 
not our plan but is arrived at by the CAB and the airlines. We have 
been able to do about 75 or 80 each year. 

Mr. Coupert. Under this budget, if this particular item of reduec- 
tion goes into effect, you will not do more than 35 or 40? 

Captain Rirrensura. That is correct. 

Mr. Couperrt. Individual airports, both new and old? 

Mr. Amstapr. Yes, sir. 
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CURTAILMENT OF CHART PRODUCTION 


Mr. Coupert. What about this nautical and aeronautical charting 
and reproduction program? Do you supply charts for the aero- 
nautical business? 

Admiral Stupps. Yes, sir. We make all the aeronautical charts. 

Mr. Couper. Just as you do the nautical charts? 

Admiral Srupps. Yes, sir. 

Mr. Covupert. Does this mean that you will not be able to keep 
up with changes, or does it mean that you will not be able to supply 
as many charts as are presently available at, I assume, relatively low 
cost! 

Admiral Srupps. We will have to abolish three series of charts. 

Mr. Couprrt. Which are they? 


LOCAL CHARTS 


Admiral Stupps. Local charts of certain areas. We have 22. We 
are canceling 12 of our local charts. 

Mr. Covupert. What do you mean by “local areas’? Which local 
areas? 

Admiral Stupps. I have them listed: Brownsville, Miami, Atlanta, 
Boston, Dallas, Detroit, Honolulu, San Juan, Kansas City, Pittsburgh, 
Seattle, and St. Louis. These are charts on a large scale to enable 
a pilot to do contact flying. 

Mr. Coupert. There will be no large-scale charts for Boston? 

Admiral Srupps. No, sir. 

Captain Rirrensure. It is on a seale of 1 to 250,000. The next 
chart is what we call sectional charts. Those are charts that criss- 
cross the country at a scale of 1 to 500,000. 

Mr. Coupert. Where does a pilot use the 1 to 250? 

Captain Rirrensurca. The private flier uses that. 

Admiral Srupps. That is a local chart there. 

Mr. Coupert. I suppose this is the airplane equivalent of Oyster 
Bay Harbor? 

dmiral Srupps. Yes, sir. 

Mr. Couprrr. What is the scale of those? 

Admiral Stupps. It is 1 to 10,000. 

Mr. Couprrt. What else are you going to have to discontinue? 


FLIGHT AND DIRECTION-FINDING CHARTS 


Admiral Stupps. The flight charts and the direction-finding charts, 
the DF charts. We hope to be able to put the DF information on a 
jet chart. This is the DF chart. That is for position fixing by use 
of radio direction-finding compasses. 

Mr. Coupert. Is this the next smallest? 

Admiral Srupps. No, sir. The sectional chart would be the next 
one. We are not abolishing any sectional charts. 

Mr. Coupert. That is half size? 4 

Captain Rirrensura. Yes, sir, It covers twice the area, 

Admiral Srupps. I would like to say this about the sectional 
charts: It is important that those be kept up to date. We have a 
program of printing them every 6 months with new information 
that we get. As fast as a new installation is established by the CAA 
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the information is furnished us and put on schedule for the next 
printing of that chart. We try to put it on a 6-month basis. We 
will now have to put it on a 12-month basis. 

We have agents selling these charts, just like the nautical charts 
that you are familiar with. They are located at the airports. We 
will not be able to inspect those agents as frequently as we have in 
the past. That is highly important because if an agent sells an 
obsolete chart—and we put out a list telling which is obsolete and 
which is not—and we find it out, we cancel bis contract. But we 
will not be able to make the inspections as frequently as we have in 
the past. 


NAUTICAL CHARTS 


Mr. Covupert. Are you also going to have to cut out some of the 
nautical local charts? 

Admiral Stupps. No, sir. What we will have to do is curtail the 
revision maintenance. Those local or harbor charts, as we call them, 
are highly important. 

To use a truism—I think a professor from the University of Michi- 
gan was the first to use it—“Change, and not stability is the order of 
nature,’ and your harbor charts are continually changing. 

We have had 3 reports of grounding so far this year, 1 in Fernandina, 
yo val in Carquinex Straits, Calif., and the third at Cook Inlet, 

aska. 

Mr. Covuprert. Can the pilot get along on the sectional charts with 
safety as far as navigational aids are concerned? 

Admiral Stupps. Yes, sir. 

P Captain Rirrensura. The sectional charts are mostly for contact 
ing. 
Covuprrt. What is the local? 

Captain Rirrensura. He can see the ground. The sectional is for 
transcontinental. 

Mr. Couprrt. Does a local pilot switch from one to the other 
when he is flying, or does he use the sectional most of the time? 

Captain Rirrensurc. The sectionals are used by the private 
planes. Ido not think the airlines use the local. 

Mr. Couprrt. Why is it so expensive to maintain the local aero- 
nautical charts? Your opening statement indicates that by reducing 
both nautical and aeronautical charting by one-half you will save 
$335,000. 

Captain Rrrrensure. I do not think the statement says, “by 
reducing it by one-half.”’ 

Mr. Coupert. Subsection (d). 

Admiral Srupps. That does not say in half. It is (e) that says 
cutting in half. 

Mr. Covuperr. How much are you going to eliminate? 

Admiral Srupps. We are not going to eliminate any of our nautical 
charts, but we are eliminating the flight and direction finding series 
and 12 of the local aeronautical charts. 

Mr. Covuperr. That represents the $335,000? 

Admiral Srupps. There is a $75,000 reduction in chart-paper 
purchases. 
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FLIGHT CHARTS 


Captain Rirrensure. We are eliminating not only 62 percent of 
the locals but all of the flight charts. 

Mr. Coupert. What are flight charts? 

Captain Rrrrensurae. Say, from New York to Chicago, that 
particular route, that well-traveled route. 

Mr. Covuprert. You are eliminating those charts? 

Admiral Srupps. Yes. 

Mr. Couprerr. What will a pilot use? 

Captain Rirrensure. He will use the ones being designed for jet 
navigation. 

Mr. Coupert. Is that not sufficient? 

Admiral Srupps. He will have to use it. 

Mr. Couprrr. How does it differ, if a layman can possibly be made 
to understand? 

Admiral Srupps. It is a smaller scale. A lot more information is 
on it than is required for a single route. This is a particular route. 
You have probably seen these. He will have to use a larger chart. 

Mr. Covupert. This is a jet chart, is it, the one you are showing me, 
or is it the one you are eliminating? 

Admiral Strupps. It is the one we are elinimating. This willcover 
a larger area. 

Mr. Couperr. It is a smaller scale chart? 

Admiral Srupps. Yes, sir. 

Mr. Coupert. But it is still a route chart? 

Admiral Srupps. Yes, sir. It will have to be a route chart. We 
will try to put all the information that he will need for his flight on 
that chart. 

Mr. Coupert. How many of these charts have been produced and 
sold or distributed by the Department, say, in 1953, if you have the 
figures there? Let us see what we are eliminating. 

Admiral Srupps. I do not believe we have that breakdown. We 
can furnish it. 

Mr. Covuperr. Can you tell me how many you have had this year 
to date, to indicate the volumen of use of these things? 

Captain Rrrrensura. I do not believe we have that breakdown 
here, but we can provide it for the record. 

(The information requested follows:) 

The number of flight charts maintained in 1953 was 49, with 1,445,935 copies 
distributed. 


The number of flight charts maintained in 1954 will be approximately 19 and 
about 700,000 copies will be distributed. 


USE OF AERONAUTICAL CHARTS 


Mr. Couprrt. Has there been active use of this? Have you any 
idea at all, in figures? 

Admiral Srupps. We have done that in the past. For instance, 
before we put out a new series of charts we put out an experimental 
chart and invite comment from aviators as to the need of a chart. 
We first get the demands for a chart. Then we put out an experi- 
mental chart and ask for a response from the aviation industry as to 
what they think of the chart—is that chart needed. On that basis 
the flight chart was set up and compiled and printed and distributed. 


) 
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Mr. Couverr. How long has it been in current use? 

Admiral Srupps. I freon guess since 1943 or 1944, 10 years. 

Captain Rirrensura. We can get that information for you. 

Mr. Couperr. I think it would be helpful. 

Captain Rirrensure. Would you like to have a breakdown of the 
others? 

Mr. Covupert. I assume you sell them? 

Admiral Stupps. Yes, sir. We can give you the figures on the 
other type of aeronautical charts, too, if you want those. 

Mr. Coupert. I think it will be useful. 

(The information referred to is as follows:) 


Production and issue dates of other aeronautical charts 


| 
| Date of orig- | No. of charts | sued fiscal 
De inal issue on issue 
i 
| 
| 


Type of charts year 1953 


(in millions) 


Sectional 
World aeronautical. 


Pl anning, aircraft ‘position, “miscellaneous. 


Total, standard aeronautical charts. 


! Approach and landing. 

2 Approach and landing, very high frequency (Omni). 
3 Instrument landing system. 

4 Automatic direction finding. 

5 Radio facility. 

‘Radio facility, very high frequency (Omni). 


Mr. Coupert. What is this vessel, the Pioneer? 

Admiral Srupps. It is our largest and fastest vessel. 

Mr. Coupert. Is it used for charting? 

Admiral Stupps. Surveying. She has been used almost exclusively 
in the Bering Sea because of her speed and ability to handle landing 
equipment. 

M1. Couperr. Is she the successor of the Bear? 

Admiral Stupps. That was the Coast Guard. The Pioneer was a 
Navy vessel which was transferred to us after World War II and 
converted to our use. 


HYDROGRAPHIC SURVEYS 


Mr. Coupert. What is this (c) item on curtailing these activities? 
Admiral Stupps. In addition to our survey vessels we have some 
shore parties that operate either in launches that we furnish or with 
leased launches. They will be working mostly in the inshore areas. 
For instance, we might have one in Monterey Bay. 
Mr. Coupert. That is the thing that keeps the chart of Long 
a Sound up to date on new shoals? Is that what leads to new 
uoys? 


4 

Flight J 1044 50 1.4 

| ae 

y = 

Total, airport, radio facility, | | 28.7 
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Admiral Srupps. Yes, sir. Wherever we can work close enough 
inshore, where the personnel can be based on shore, and operate from 
a launch that can return to its base every night, that is by far the 
most a apa means of doing it rather than having them live aboard 
a vessel. 

Mr. Couprrr. What is the total amount in this year’s budget for 
that service? 

Admiral Srupps. $300,000. 

Mr. Coupsrr. It would be a reduction of almost one-half? 

Admiral Stupps. Yes, sir. 

Mr. Couperrr. I have no more questions, Mr. Chairman. 

Admiral Srupps. I would like to show you this chart to show you 
just where we are going to suspend these Bering Sea operations, where 
the Pioneer is to work, because the Navy is greatly interested in it. 
We have been doing it at the request of the Navy. That is shoal 
area, and you can see the strategic importance of it. It is this area 
that we have outlined for the Pioneer to work in. 

Mr. Couperr. That will not be done. It says, “Originally planned 
for ship Pioneer. Eliminated because of the reduction in budget.” 

Mr. Roonry. Would you describe that for the record? 

Mr. Couprert. You had better describe it. 

Admiral Stupps. Let us say it extends from the line of demarca- 
tion between the United States waters and Russian waters, eastward 
to longitude 170° in the area of St. Matthew Island in the Bering Sea. 


AMOUNT REQUESTED OF BUDGET BUREAU 


Mr. Covuprerr. Admiral, what was the amount of the Department 
of Commerce’s request for your agency to the Bureau of the Budget, 
if you know? 

Admiral Strupps. The Department of Commerce’s request was 
$11,553,000. 

Mr. Covuprerr. That was reduced to $10,200,000? 

Admiral Stupps. Yes. 

Mr. Roonry. The Department asked the Bureau of the Budget 
for it? 

Admiral Stupps. Yes. 

Mr. Covupert. With the $11,553,000 you would have been able to 
carry out all of the services that you are carrying out in the current 
fiscal year without substantial reduction? 

Admiral Stupps. I believe so. 


CHART FEES 


Mr. Coon. With all these substantial costs going into these surveys 
and charts, as to engineering, and so forth, it seems that you get a 
very small amount for them. Should the users not pay a little more 
of the cost of them? 

Admiral Srupps. The cost of our charts are based on the law, 
which is the cost of paper and printing. 

Captain RirrensurG. The language is for the cost of paper and 
printing insofar as practicable. 

Mr. Coon. Do you think that is fair to the general public, that 
there be no more charge on those? I know you are complying with 
the law. But do you think it is fair to the public? 
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Admiral Srupps. Yes, sir, I think so. For instance, our nautical 
charts range in price from 25 cents to a dollar. If we raise the cost of 
those charts to such a point that a navigator would hesitate to buy 
them, he would be endangering life and property. The way it works 
out, and according to law, the cost of the chart represents about what 
a navigator would feel he could spend for a chart, and yet he would 
protect that chart once he bought it and would not simply throw it 
away. 

In our small page-size radio facility charts, we have computed the 
cost very, very carefully, including mailing. These sell for 5 cents 
apiece, The cost runs 2.9 cents, including mailing. 

Mr. Coon. But the general taxpayer is paying quite a bit of the 
rest of it? 

Admiral Stupps. As to the nautical charts, you could not charge 
the public for the cost of surveying operations. That is our major 
cost. For instance, in the cost of operating the Pioneer you have a 
figure of $404,000 annually. 

Mr. Coon. I know you could not charge them the full cost. But I 
am wondering if the law would not be better if it were changed so that 
it was raised to where it was covering a little more of the cost? 

Admiral Stupps. About 2 months ago the British hydrographer 
from the British Admiralty was here, Vice Admiral Day. He spent 
several weeks here. He was with us and the Hydrographic Office of 
the Navy. At one time they had a big demand for a certain chart. 
On the basis of that someone conceived the idea of, ‘‘Let’s charge more 
for that chart than for the others.’’ He said that they had been 
plagued by that ever since. He said it was the worst move they 
could have made. 

We have gone into this question as to the charge for charts. We 
are continually going into it. We have had meetings with the 
Budget Bureau. It has been a study that we have made year in and 

ear out. We think we have reached a pretty good price there. 
With the advance in the cost of living, generally, we have advanced 
the price of charts about 25 to 50 percent in the last 5 or 10 years. 
So we are keeping abreast of the cost of living insofar as the basic 
cost of the chart is concerned. 

Mr. Coon. But you only get a small percentage back of the cost 
to the Bureau? 

Admiral Srupps. Yes, sir. 


SALES TO DEFENSE AGENCIES 


Captain Rirrensurea. There is one point, Mr. Coon, as to the sale 
to the public. That does not include the charts furnished the military— 
the Air Force and the Navy—the nautical charts to the Navy and 
aeronautical charts to the Air Force. 

Admiral Srupps. And they are our biggest users. 

Mr. Coupert. Do they pay for them? 

Captain Rirrensurc. They pay for the cost of the paper and 
printing. 

Mr, Coupes. They purchase on the same basis as individual 
pilots 
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Captain Rirrensure. No, sir; they do not pay the listed price. 
We charge them according to our appropriation language, for the 
cost of paper and press time. 

Mr. Coupert. That is less than the individual buyer pays? 

Captain Rirrensura. Yes, sir. 

Mr. Couprrtr. What proportion of the total chart sales go to the 
Army and other military services? 

Admiral Srupps. We have the percentages right here. I can give 
you the amount that we were reimbursed by the military in 1953 
for charts. 

Mr. Couprert. I am not interested in that. That is nominal, 
isn’t it? 

Admiral Srupps. It is not nominal. It was $833,933 for charts 
and $644,635 for other products and services. 

Mr. Couprert. What does that add up to in terms of the percentage 
of total charts distributed? 

Mr. CLevencer. Does that $1,500,000 come to you or to the 
Treasury? 

Admiral Srupps. That comes to us. In nautical charts, we give 
the military about half as many as we sell to the outside. In aero- 
nautical charts, it is about 5 to 6 times as many as the private user. 

Mr. Couprrr. The Navy takes one-third of your total output and 
the Air Force takes five-sixths of it? 

Captain Rirrensure. Yes, sir. 

Mr. Coupert. Then why should not the Defense Department 
contribute to this operation? 

Admiral Strupps. They do. They pay for the charts. 

Mr. Couprert. But a very nominal fee. They do not pay for any 
share of the actual engineering surveys? 

Admiral Srupps. This is a function of our Bureau. I do not see 
how they could. 

Mr. Coupert. I am just probing the possibilities. 

Admiral Stupps. This is a basic function of our Bureau. We have 
to do our own planning and our own survey operations. 

Captain Rirrenrurc. We could argue that point both ways. 
The charts have to be produced. 

Mr. Covuprerr. I understand that. What I had in mind was 

ossibly that there might be some advantage budgetwise to have the 

efense Department not interfere with your control but be charged 
some fair proportion of the total cost of producing the charts which 
they utilize. However, I will not press you for that. 

Admiral Stupps. We have to furnish them to the public, and the 
military is simply an additional run. 

Mr. CLevencer. There is no reciprocity in the Bering area between 
Malenkov and your group? 

Admiral Srupps. No, sir. 

Mr. Rooney. In view of this proposed 15-percent cut in your funds 
and the laying off of 253 employees and the mothballing of your 
largest and fastest ship, [ wonder if you could tell us with propriety 
what the Soviet Union is doing in the field of surveys, particularly 
up there in the Bering Sea area? 

Admiral Srupps. I do not know, sir. 

Captain Rirrensvura. I do not think anyone knows, sir. 

(Discussion off the record.) 
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DECOMMISSIONING OF “PIONEER” 


Mr. Rooney. With regard to the decommissioning of your largest 
and fastest vessel, the Pioneer, to reduce expenditures, what will be 
the cost of mothballing that ship, if that is what you would do with it? 

Admiral Srupps. Yes, sir. We would lay her up. We are inquir- 
ing right now into the cost of it. I think the tentative figure we have 
will run about $80,000 to $100,000. 

Mr. Rooney. To cover what period? 

Captain Rirrensura. That will be the initial cost. 

Mr. Roonry. That will be the initial cost? 

Captain Rirrensura. Yes, sir; to remove the consumable supplies, 
our expensive instrument equipment, and mothballing the ship. 

Admiral Stupps. Then there will be an annual upkeep charge. 

Mr. Roonry. Do you have any idea what that will amount to? 

Captain Rrrrensure. About $4,000 annually. 

Mr. Rooney. In the meanwhile, you will have lost the officers and 
crew who have had experience up in the Bering Sea area; is that right? 

Captain Rirrensura. Yes, sir. 

Admiral Srupps. We will—— 

Mr. Roonry. Substantially? 

Admiral Srupps. Yes. As to the officers—— 

Mr. Roonry. You might transfer them to another activity? 

Admiral Stupps. Yes. We are reducing the officers and we will 
have to reduce the crew. I hope we will not lose our most experienced 
men. 

POINT BARROW MAGNETIC OBSERVATORY 


Mr. Roonry. How important is this magnetic observatory at Point 
Barrow, Alaska? 

Admiral Stupps. We are going to close that. 

Mr. Rooney. How important is that? 

Admiral Srupps. We initiated it at the request of the Navy. 
Apparently they thought it pretty important. We will have to close 
that down. 

Mr. Rooney. Have you consulted with the Navy on that? 

Admiral Srupps. Yes. 

Captain Rirrensure. Yes, both the Bureau of Standards and the 
Navy. But there was nothing we could do except close it down. 

Mr. Couprrtr. Would the Navy have authority to take over and 
maintain it? Is there any reason why they should not, if it is that 
important? 

Captain Rirrensura. Yes, sir, they would have the authority. 
It is important to the Bureau of Standards, also. 

Mr. Roonry. They could transfer funds to the Coast and Geodetic 
Survey for that purpose. 

Captain Rirrensura. It is for their radio propagation studies. 

Mr. Rooney. The same situation prevails as to the proposed San 
Juan, Puerto Rico, magnetic observatory, does it not? 

Admiral Srupps. That is true; yes, sir. 
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REDUCTION OF AIRPORT OBSTRUCTION SURVEYS 


Mr. Rooney. With regard to cutting in half your program of air- 
port obstruction surveys, would you say that might very well interfere 
with safety in the use of the airways? 

Admiral Srupps. That would be hard for us to say. I think that 
would be a matter for the CAB to say. We will conduct what survey- 
ing operations we can on those airports on the basis of selection of sites 
by the CAB. 

Mr. Rooney. What was the amount that the Coast and Geodetic 
Survey requested of the Department? 

Admiral Stupps. For 1955? 

Mr. Rooney. Yes. 

Admiral Srupps. $14,029,700. 

Mr. Rooney. Instead of getting that amount you wind up with a 
15-percent cut in funds and the loss of 253 employees that you know 
of in the reduced status of the Coast and Geodetic Survey? 

Admiral Stupps. Yes, sir. 

Mr. Rooney. I think that is all. 


PROBABLE EFFECTS OF REDUCTION IN 1955 BUDGET 


Mr. Preston. I think this has been pretty well covered. Admiral, 
you have had long years of experience in this work. Are you quite 
concerned about this? 

Admiral Srupps. Yes, sir, 1am. We feel these surveys are highly 
necessary. It is not my thinking, either. It is the thinking of the 


Navy Department. 

Mr. Preston. Have you been able to ascertain why this drastic 
action was taken on the part of the Bureau of the Budget? 

Admiral Stupps. No, sir, I have not. 

Mr. Preston. Do you know what prompted them to give you such 
a drastic cut? 

Admiral Srupps. I think it is a general balancing of the budget, is 
it not? That is my understanding of it. 

Mr. Preston. I hope that is the philosophy, because we all realize 
this is one of the most vital activities carried on by the Government. 
It certainly has a higher priority than many other operations of the 
Government, in my opinion. 

Admiral Srupps. Well, I feel the same way, that the products that 
we get, are very effective. They are very usable. They have been 
so well-established and so long recognized, as I said before, that you 
cannot abolish any of those functions. What we are faced with doin 
is doing the most important things first. It will require a continua 
revision of our program to meet the demands of the public and the 
Defense Department to do this. 


ATLANTIC COAST MARINE SURVEYS 


Mr. Preston. To what extent will your marine surveys on the 
Atlantic coast be curtailed? 

Admiral Srupps. As you know, we have no major vessel on the 
Atlantic coast. We will continue to do some small vessel operations. 
We do not contemplate any curtailing of operations on the Atlantic 
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coast, because those surveys are so far behind now. We need a major 
vessel on the Atlantic coast. 

Mr. Preston. I have been thinking the same thing. This matter 
at Fernandina, Fla., is going to cost $500,000 as a result of the vessel 
being grounded. It was just a matter of a few feet which was involved. 
The channel is extremely narrow, and it was just a matter of the pilot 
getting out of bounds just a few feet. I have forgotten the exact 
number. It is something less than 50 feet. It caused his vessel to 
go aground and damaged it to the extent that it is now in drydock in 
Savannah and is going to cost $500,000 to get it repaired. 

Keeping current charts of the areas entering into our harbors is of 
tremendous importance. 

Admiral Strupps. In the changeable areas it is, 

Mr. Presron. We have on the Atlantic coast, unlike many sections 
of the United States, a very changing bottom. 

Admiral Srupps. We recognize that. 

Mr. Preston. We have terrible currents, as you know. They 
constantly move with the extreme winds and extreme tides. It is 
something that must be kept up. We just cannot afford to have the 
surveys drop so far behind that it becomes a serious menace to 
navigation. 

Admiral Srupps. That is why we contemplate no reduction of 
activities of our small vessels working on the Atlantic coast, that is, 
considering the most important things first. We consider, just as 

ou do, that keeping those harbors well surveyed and up to date is 
hi hly important. 

Will the gentleman yield? 

Mr. Preston. Yes. 


MAJOR BREAKDOWNS OF OPERATIONS 


Mr. Coupgrr. Tell me, Admiral, how are your operations divided 
between the two major fields of surveys and charts for marine and 
air navigation, on the one hand, and geodetic control on the other? 
Those, | take it, are your two major activities? 

Admiral Stupps. Yes, sir. 

Mr. Couprrr. How does your budget divide on those two items? 

Admiral Srupps. In our geodetic control, it is in line with the, 
Federal mapping program. We furnish control. 

Mr. Couprrt. How much do you spend on that? How much 
have you spent on that in the current fiscal year? 

Captain Rirrensure. Approximately $2 million. 

Mr. Couprrt. How much on marine charts? 

Captain Rrrrensure. Approximately $7 million. 

(cama That is almost $10 million. What does the balance 
go for? 

Captain Rirrensura. There is about $400,000 in administration, 
about $200,000, I think, for earthquake control, and another $200,000 
for instrument service. 

Mr. Couprert. What other fields of activity do you have besides 
these charts and surveys for marine and air navigation which are to 
be reduced? Are there not other fields in which the reduction could be 
taken without affecting charting? 
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Admiral Stupps. No, sir. Those are our two major fields of 
operations. It takes into account hydrographic surveying, photo- 
grammetry, chart compilation, and reproduction. 


GEODETIC CONTROL 


Mr. Couprert. You have quoted here from Public Law 373 as to 
your duties, ‘Exact geographic positions of monumented stations 
and natural objects, elevations of benchmarks, astronomic positions 
of selected points, gravity surveys of critical areas,’’ and so forth. 
Do you spend money now on that kind of thing? 

Admiral Strupps. Yes, sir. 

Mr. Coupert. Is that where the $2 million has gone? 

Admiral Srupps. Yes, sir. 

Mr. Covupert. What would happen if you reduced that by a 
million dollars? 

Admiral Srupps. We are reducing it now by a half-million dollars. 

Mr. Covuperr. I understand that. Suppose you reduced it by a 
million from the current year and picked up that million you are saving 
in the items that you listed for reduction in your statement? If you 
reduced your expenditures under the geodetic control operation here 
by the million that you have indicated for reduction on the surveys 
and charts, would you thereby reduce any safety measures, such as you 
indicate might be the effect of reducing your activity under surveys 
and charts? 

Admiral Srupps. Well, you would have to about it in a little differ- 
ent way. That geodetic control is necessary for the Federal mapping 
program, which is topographic mapping of the United States. It is 
done by the Geological Survey. 

Mr. Couprrr. Has not the United States been fairly well topo- 
graphically mapped? 

Admiral Stupps. No, sir. 

Mr. Couprert. If some of the untopographically mapped portions 
of the United States were mapped next year, or the year after instead 
of this year, would it make a great deal of difference? I take it that 
the parts that have been unmapped today have been unmapped for 
thousands of years. 

Admiral Srupps. That mapping program is considerably behind 

“what has been advocated for the last 20 or 30 years. 

Mr. Covupert. Is it not less important than mapping for the pilots 
who are flying 300 
aon Srupps. No, sir. We use it as a base for aeronautical 
charts. 

Mr. Coupert. You use the present mapping for the existing charts. 
Those existing charts are fairly satisfactory charts, are they not? 

Admiral Srupps. No. 

Mr. Coupgrr. The pilots have been using them? 

Admiral Srupps. They are not fairly satisfactory. They are quite 
a bit behind. 

Mr. Covupert. If you had to choose—— 
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INTERRELATIONSHIP OF GOVERNMENT MAPPING ACTIVITIES 


Admiral Srupps. That is a function of another bureau, the topo- 
graphic mapping of the United States. I think they have their 
program 

Mr. Couprerr. You mean, another bureau in your agency? 

Admiral Srupps. The Geological Survey in the Department of the 
Interior. 

Mr. Covuprrr. What is “geodetic control’’? 

Admiral Stupps. That is a framework upon which they base their 
topographic maps. We establish monuments with the exact latitude 
and longitude throughout the country by a system of triangulation 
measurements. They use those points as a control point for their 
topographic mapping. 

Mr. Coupert. Suppose you did not do one more thing, did not 
make another move for a year under item 2, ‘Geodetic control,” 
would that affect the other item of “Surveys and charts for marine and 
air navigation’? Could you not go on with what you have been doing 
with these charts? Would you not be able to go on with your coastal 
charts, keeping them up to date, air charts, keeping up to date on 
changes on construction, crowded areas, and that kind of thing? 
Could you not go on giving precisely the same service to navigators 
afloat and in the air? Is the answer to that yes or no? 

Admiral Srupps. The answer is yes. 

Mr. Couprert. Then why in the world do you not go on at the 
present rate of operation as to these items (a) and (b) and knock a 
million off this geodetic control field? 


Admiral Stupps. Because that would affect the topographic map- 
ping of the country. It would simply throw the Geological Survey 
mapping program out of the window. They have that obligation, 
the same as we have. 

Mr. Coupert. It would not throw them out of the window. You 
would still have $1,500,000. 


1954-55 PLANS FOR GEODETIC CONTROL 


Admiral Srupps. I will show you what we have to do now, that is, 
what is planned for 1954. This is geodetic control (indicating). 

Mr. Couprert. What does that mean? 

Admiral Srupps. These are the areas where the Geological Survey 
is to do topographic mapping. We are in daily contact with them. 
The blue areas are proposed for 1955. With this reduction we would 
have to cancel these areas here. Topographic maps are highly im- 
portant for industrial purposes and for defense planning. 

Mr. Covuprrt. You mean, there are no maps at all for these red- 
marked areas? 

Admiral Stupps. No, sir; or if there are, they are out of date. 

Mr. Couperrt. Are they desert areas, unexplored forests, bottom of 
canyons, or what? 

Admiral Stupps. If they have a topographic map of that area, which 
I do not know because that is a function of the Geological Survey, it 
is probably so far out of date that it needs to be revised. All we know 
is that the Geological Survey. says this is.their program. 
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Mr. Covuperr. All I am suggesting is that you give consideration to 
knocking out half of these red spots that dot the map of the United 
States for 1954. Surely that would not wreck the country, would it? 
It would not wreck the airplane industry, would it? It would not 
put a lot of oe on the beach, would it? It would not put pilots on 
the ground in the wrong place at the wrong time, would it? 

Admiral Srupps. It would affect the topographic mapping program. 

Mr. Covuperr. Wait a minute, Admiral. That does not answer 
my question. 

Admiral Srupps. Of course, we are as interested in getting good 
topographic maps as 

Mr. Couvrertr. So am I. We are confronted here with a choice. 
Assuming that you only get the $10,200,000 that the budget gives 
you, is it necessary? Have you given the proper priority ratings in 
the proposed cuts or have you not in fact another field in which you 
can make your reduction without affecting any current operations of 
Americans in the air or on the sea? That is what I am trying to get at. 

Admiral Srupps. I do not think that would be feasible. There are 
several things involved. We are cutting our Alaska program. 

Mr. Coupert. As I look over this large map of the United States 
I can see there are a number of red-marked areas that represent a very 
tiny proportion of the overall area of the United States; that is correct, 
is it not? 

Admiral Srupps. Yes. 

Mr. Couperr. Will there still be, when you complete your program 
of topographical survey for 1954, and your one proposed for 1955, be 
large areas of the United States that have not been topographically 
surveyed? 

Admiral Srupps. Yes, sir. I think that program is about 40 or 
50-—— 

Captain Rrrrensure. It is a 30-year program. 

Mr. Couperr. What year are we in now? 

Admiral Srupps. It goes on 30 years as of now. 


POSSIBILITY OF EXTENDING PROGRAM 


Mr. Covuperr. So you take the position that if it became a 31- 
year program or a 32-year program, the consequences would be 
disastrous? 

Admiral Srupps. Let us put it this way 

Mr. Coupert. I[ think the question answers itself. 

Admiral Srupps. No, sir. Perhaps Captain Rittenburg should 
answer this question because he has been in contact with the Bureau 
of the Budget where there is a coordinator of all Federal mapping 
agencies. We are the ones to provide the control. 

Captain Rirrensura. That is the thing I wanted to get clear. 
We do not do any of this topographical mapping in the interior of the 
United States. 

Mr. Couprert. Why spend money on the red spots? 

Captain Rirrensurc. That is to furnish the geodetic control for 
the topographic mapping. 1 

Mr. Couperr. If they do not do the topographic mapping, you do 
not have to furnish the geodetic control. 


Captain Rirrensura. That is correct. But, conversely, if they do 
it we have to furnish the geodetic control. 

Mr. Coupert. Suppose we do not give you the money to do it. 
Suppose in our bill that we specify the reduction shall be charged 
against this activity, and then let them go ahead and make their maps 
if they can. 

Admiral Srupps. Then it will cost them just that much more at a 
later date, because they will have no control for that. 

Mr. Covupert. Are they not subject to the Bureau of the Budget, 
too? Is there any reason why the Bureau of the Budget cannot tell 
them to conform to what your limitations may be? 

Captain Rirrensura. Mr. Coudert, without the geodetie control 
for the framework of that map, the map is just a picture. It is no 
more than that piece of paper. It cannot be tied to the ground for 
any engineering purpose. These topographic maps are used by the 
Bureau of Public Roads, the Reclamation Service in building their 
dams, used by all power companies in laying their transmission lines. 
They all depend for their accuracy on the geodetic control we furnish— 
that it is more than just a picture. 

Mr. Couperrt. I recognize that. I do not pretend to be an expert. 
I am feeling my way in the dark and I hope to get help from you 
gentlemen. Here ‘you tell me that this geodetic business of yours is 
a part of a 30-year program. When I find myself on this side of the 
table and confronted with the 30-year program, on the one hand 
hand, and the day-to-day program which might conceivably involve 
the lives of men and women that I know and you know, and tax- 
payers besides, it seems to me the choice between the two is fairly 
obvious. 

If we are 30 years behind in completing this topographic operation, 
we could certainly be 31 years behind and nobody is going to be very 
much the worse off for it. 


NEED FOR BALANCING PROGRAMS 


Captain Rirrensura. If I could refer you to the hearings last year 
when we were in for an increase, all we asked for was to bring the 
programs into balance. That is all we asked for. We were not 
plugging for this particular increase. But if this topographic mapping 
program was going along at the rate that as far as we knew was 
allowed by the Bureau of the Budget, then we had to ask for the 
increase. We were asking to bring the two programs into balance 
We still ask to bring the two programs into balance. 

Mr. Couperr. All I am asking for is help, and you have given it. 
I think it is up to the Bureau of the Budget to do whatever is necessary 
to bring the program into balance on our basis. That is all you ask 
for now? 

Captain Rirrensurae. Yes. But as the thing stands now, the pro- 
gram is wer out of balance because the topographic mapping program 
is far ahead of the geodetic program. We are doing all we can to keep 
up with it. There is no geodetic control in advance that the mapping 
= am can exist on, you might say, for a year or two. There is no 

acklog on it. 


Admiral Stupps. I might say that in addition to this topographic 
mapping program we are furnishing the control daily to thousands of 
engineers, local, county, State and Federal, non-Federal, and so forth. 
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Mr. Covuprrt. I do not have any doubt that all of this is neces- 
sary, and I do not think there is an agency that has rendered more 
benefits. My uncle, Tom Riggs, spent a good bit of time in this, and 
I used to hear a good deal about it. 

Mr. Cievencer. We will adjourn until tomorrow morning at 
10 o’clock. 


WEDNESDAY, JANUARY 13, 1954. 


Mr. CLevencer. Gentlemen, the committee will come to order. 
We will finish up with the Coast and Geodetic Survey this morning. 
Mr. Sikes, you may proceed. 

Mr. Sikes. Thank you, Mr. Chairman. 


ACTIVITIES ANTICIPATED UNDER ORIGINAL BUDGET FIGURES 


Admiral, in view of the fact that the budget recommendation for 
the Coast and Geodetic Survey for fiscal 1955 is $10,200,000, I should 
like to have more background on how much money it was originally 
estimated would be needed. What was the amount of the request 
which went to the Bureau of the Budget? 

Admiral Srupps. $11.5 million, sir. 

Mr. Sikes. $11.5 million? 

Admiral Srupps. Yes, sir. 

Mr. Sixes. That amount would be considerably more in line with 
your 1954 expenditure. Was it based on an estimate that your work- 
load should be at about the same level as your 1954 operation? 

Admiral Srupps. Yes, sir. The 1954 appropriation was $12 million. 

Mr. Sixes. Do I understand that your actual request to the Bureau 
of the Budget would have permitted approximately the level of 
work as that done in 1954? 

Admiral Strupps. Yes, sir. 

Mr. Stxes. How much money did you originally estimate would be 
required for fiscal 1955? 

Admiral Srupps. $14,029,700. 

Mr. Sixes. What new work did that involve? What are the 
reasons for the rather startling difference between the figure now 
before us and the figure you originally estimated you would require 
for fiseal 1955? 

Admiral Srupps. We were to establish a Gulf coast shore party, 
which I felt and still feel is highly desirable. There was increased 
aeronautical charting, expanded flight checking of aeronautical charts, 
replacement of launch equipment aboard our ships, and additional 
geodetic control needed for the topographic mapping program. That 
is highly important. 

We had in mind additional field parties to try to catch up on 


our part of the program of topographic mapping and try to bring 
about a better balance between the topographic mapping program 
and geodetic control. 

Mr. Srxzs. Since your present request for funds is some 15 percent 
below that of fiscal 1954, and 25 percent below that of fiscal 1953, 
I should like to be sure that I have a clear picture of the difference, 
insofar as services you will render are concerned. 


153 


ADEQUACY OF MAPPING SERVICES 


Now would you tell me what mapping services you are obligated 
to provide under the law? 

Admiral Stupps. Nautical charts, coast pilots, current tables, and 
aeronautical charts. 

Mr. Srxes. Congress is keenly interested in having adequate 
mapping services provided. Will you be able to provide those 
services under the proposed reduced budget? 

Admiral Srupps. We will continue our series of nautical charts 
but maintenance work on these charts will by necessity, be reduced. 

As I mentioned vesterday, there will be three series of aeronautical 
charts eliminated, but we feel that the charts that can be used, while 
probably not as helpful as some of the charts we are canceling, will 
still be adequate for safety of aviation. 

Mr. Sixes. If you feel that they will be adequate, what would be 
the advantage of having the charts which you might have been able 
to provide with a higher budget? 

Admiral Stupps. Well, when I say “adequate,’’ Mr. Sikes, I mean 
it is the bare minimum. It is highly desirable to have an improved 
chart, such as a local chart, where we have a larger scale with more 
detail, in the congested flying areas. 

Mr. Sixes. I want to be sure that adequate mapping is provided. 
Do you feel that there is a safety factor involved if you can only 
produce charts that meet the bare minimum requirements? 

Admiral Srupps. We feel that the charts we are going to issue will 
provide sufficient safety. They are probably not as easy to use. It 
may be a little more difficult for the aviator to locate himself in contact 
flying with a chart of a small scale than, for instance, the local chart, 

The entire aeronautical charting program is and has been for some 
time in a state of flux. We are continually experimenting with charts, 
and of our own volition if we find a chart is not desired by the industry 
we cancel it. We are continually devising a new type of chart to meet 
the expanding activities of the Air Force and civilian flying. For 
instance, right now we are designing a jet chart. 

Mr. Sikes. Are you telling me that you do not continue to produce 
charts if there is not a demand for them? 

Admiral Stupps. When there is not sufficient demand, when the 
chart is obviously not desired by the industry or by the Air Force, 
we will immediately cancel it. 


CHART DISTRIBUTION STATISTICS 


Mr. Sixes. If there is no security information involved here, and I 
assume there is not, I should like for you to place in the record the 
number of charts of each kind you anticipate that you will supply 
during fiscal 1954, the number which you actually supplied during 
fiscal 1953, and a statement showing whether the user was a Govern- 
ment agency or whether it was a private purchaser. If vou have that 
already tabulated I suggest that you place it in the record at this point 
so that it would maintain the continuity of my questioning. 

Admiral Srupps. Yes, sir. I have that tabulated on page 621. 

Mr. Stxes. Will you put it in the record at this point, so that we 
may maintain continuity in these questions. 


154 


(The information is as follows:) 
Charts and publications printed and distributed 


1953 (actual) 


Nautical charts: 

Mil 400, 902 290, 000 
1 467, 022 500, 000 
867, 924 790, 000 


8, 878, 999 6, 015, 480 
21, 351, 311 ) 1, 345, 000 


10, 230, 310 7, 360, 480 


22, 310, 702 21, 650, 000 
3 6, 333, 411 , 000, 7, 500, 000 


29, 150, 000 
Airport obstruction plans. 9, 428 9, 500 
Coastal planimetric maps. 
Coast pilots, tide and current tables, ete 137, 190 


! Public, 348,387; free and condemned, 118,635. 
2 Public, 782,560; free and condemned, 549,640. 
3 Public, 3,189,965; free and condemned, 3,133,446, 


RECEIPTS FROM SALE OF CHARTS 


Mr. Srxes. When you say here “military” and “other” the ‘other’’ 
refers to private purchases; is that correct? 

Admiral Srupps. No; it also includes those charts issued free to 
other Government agencies as well as charts condemned by reason of 
obsolescence. 

Mr. Sixes. I should like for you to show us what you receive by 
way of compensation for maps. Do you have a chart showing that? 

Admiral Stupps. Of the “other” or the “military’’? 

Mr. Srxes. All of them. 

Admiral Stupps. All of them? 

Mr. Sikes. Yes; if you do not have that I would like for you to 
supply it for the record. Give the receipts for each type of map and 
the total that you received. 

(The information is as follows:) 


Compensation received during 1953 


Airport 
Nautical radio facil- Total 
ity, ete. 


$69, 169 $167, 233 $833, 933 
205, 021 38, 632 428, 993 


FEES FOR CHARTS 


Mr. Stxes. What is the average price you receive for a map pur- 
chased other than by a Government agency? 

Admiral Stupps. Are you speaking now of nautical charts or 
aeronautical charts? 

Mr. Stxes. Let us go down the list. The first is nautical charts. 
What is the average price? 


ti- 
) 
Standard seronautical charts: 
Airport, radio facility, ete.: i 
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Admiral Srupps. Those prices range from 25 cents to a dollar on 
the nautical charts and from 5 to 40 cents on aeronautical charts. 

Mr. Sixes. What is the cost to the military services? 

Admiral Srupps. To the military it would be the cost of paper and 
printing. 

Mr. Amstapr. It is the actual cost of the overrun, the cost of 
paper and printing, depending upon the size of the printing. In other 
aay if there were a larger edition the unit cost would be considerably 
ess. 

Mr. Stxes. Do you know what the average is? 

Mr. Amstapr. No, sir; but I would be glad to furnish that for the 
record. 

Mr. Sixes. All right. 

(The information is as follows:) 


Average unit price charged the military 


Nautical, approximately 
Standard aeronautical, approximately 
Airport, radio facility, etc., approximately 

Mr. Sixes. What about the standard aeronautical charts? How 
much is the average cost there? You said 25 cents to a dollar for 
nautical charts. 

Admiral Srupps. I would say the standard aeronautical charts run 
about 25 cents. 

Mr. Sixes. About 25 cents? 

Admiral Stupps. Yes, sir. 

Mr. Sikes. Can a person go into a stationery store and buy that 


type of map at any 


Admiral Stupps. No, sir. They can buy those charts only from 
authorized agents that are under contract to us. 

Mr. Stxes. What does that 25 cent average reflect? Does it cover 
the actual cost of the map? 

Admiral Stupps. Of the paper and printing. 

Mr. Sixes. Nothing else? 

Admiral Stupps. No, sir. As nearly as practical in round cents 
that is the cost. When I say 25 or 50 cents and so forth, it might be 20 
cents or something like that. 

Mr. Srxes. What about the airport maps, radio-facility maps, et 
cetera? What do those maps sell for? 

Admiral Srupps. In general they bring in about 5 cents apiece. 


TOTAL RECEIPTS FROM SALE OF MAPS 


Mr. Stxes. Now, what is the total that you receive from the military 
and from other receipts for all maps that you provide? 

Admiral Stupps. $833,933 for the military and $428,993 for civilian 
sales; the latter amount was covered into the Treasury. 

Mr. Sixes. What year? 

Mr. Amsrapt. Fiscal year 1953, sir. 

Mr. Sixzs. Those prices seem to be very low. Is there any reason 
why you should not make those prices more realistic and recover 
additional money to help pay the cost of this operation? 

Admiral Strupps. I believe I mentioned that yesterday, Mr. Sikes, 
that we have kept the price of those charts abreast of the increased 


| 
price? 
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cost of living, of the general advance in prices. Within the past few 
years we have raised, for instance, our 75 cent charts to $1, and our 
50 cent charts to 75 cents, and so forth. We have to keep a reasonably 
priced chart available to the public. 

Mr. Stkes. With 50-cent dollars your price increases still have not 
kept up with the drop in the value of the dollar. 

Captain Rirrensure. We have just completed a study for the 
Bureau of the Budget on this question of prices for the sale of maps and 
charts. We analyzed the cost. 

While the law that governs it says that they should be sold for the 
price of the paper and printing, insofar as practicable, we have in- 
terpreted that language “insofar as practicable” pretty liberally. 

Mr. Sixes. Of course you have. 


COSTS RECOVERED 


Captain Rirrensura. In our cost studies we have practically re- 
covered the entire reproduction cost. That is none of the original 
surveying or compilation, in making the original copy, but we have 
practically recovered the entire cost for the negative work, photo- 
graphic work, platemaking and press time. We have shown a 

rofit to the Government over those functions. That goes far 
eyond the bare printing and the cost of printing and paper. 
fr. Sikes. You feel that your prices are as high as you should 
make them? 

Admiral Srupps. Yes, sir. 

Captain Rirrensura. Yes, sir; we feel it is as high as we can 
conscientiously make them and still have the user in mind. 


DISPOSAL OF RECEIPTS 


Mr. Sikes. What happens to the money you recover through the 
sale of maps? Does it go to your agency, or does it go to the Treasury? 

Admiral Srupps. It goes to the Treasury, for what we sell to the 
public. 

Mr. Sikes. What about the military? 

Admiral Srupps. For the military, that goes to us, as a reimbursa- 
ble. 

Mr. Sixes. Is that reflected in this budget? Is that included in 
your request for $10,200,000? 

Captain Rirrensurea. No, sir. 


RECEIPTS FROM SALE OF CHARTS TO MILITARY 


Mr. Sixes. Then you anticipate having $10,200,000 plus how much 
from the sale of military maps? 

Admiral Stupps. Approximately one-half million. 

Mr. Stkxes. Where in your justification is that shown? 

Captain Rrrrensure. Mr. Sikes, a little history on that is this: 
Up to the time of the Korean situation that was in our budget directly. 
ie furnished charts to the military and to the Government agencies 

ree, 

I may be wrong as to the year, but I think for fiscal year 1952 the 
ap ropriation was cut by the amount of services we furnished to the 
military, and language was inserted in the Appropriation Act that the 
military should pay for its charts at the cost of the paper and printing 
of them and so forth. 
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To get the whole story on that particular question you would 
have to go back to fiscal year 1952. 

Mr. Sixes. Off the record. Would you amplify your remarks for 
the record? 

(Discussion off the record.) 

(The following information was supplied subsequently:) 

The start of the Korean war resulted in a considerable increase in the require- 
ments of the military for both nautical and aeronautical charts. These increased 
demands placed a heavy burden on the Coast Survey for both personal services, 
chart paper and other printing supplies. In order to meet these unforeseen 
demands of the military without forcing curtailment of other activities the 
Bureau of the Budget reduced the Bureau’s appropriation for 1952 in the amount 
of normal military requirements ($404,000) and revised the appropriation 
language to include ‘“‘this appropriation shall be reimbursed for press costs and 
costs of paper for charts published by the Coast and Geodetic Survey and furnished 
for the official use of the military departments of the Department of Defense.’’ 


SUFFICIENCY OF 1955 BUDGET ESTIMATE 


Mr. Stxes. Now will you tell me this: Do you feel that you are 
going to accomplish under this budget estimate your obligations under 
the law for providing certain nautical and airways maps? 

Admiral Stupps. Yes, sir. 

Mr. Stxes. You feel positively that you are? 

Admiral Srupps. Within the limits of our estimate, yes, sir; to the 
best of our ability. As I said, we will have to continue to revise our 
program in order that we can take advantage of the needs and prior- 
ities and give a balanced program. But it will have to be revised 
alinost from day to day, on this program. We cannot plan in advance 
and say, “We are going to do certain things,” because obviously we 
cannot do everything that might be necessary. We will have to 
revise that continually. As the demand and the necessity for certain 
activities appears we will accomplish those things within our budget 
estimates. 

Mr. Sixes. I believe that is all, Mr. Chairman. 

Mr. CLtevencer. Are there any other questions, gentlemen? 

Mr. Coon. Mr. Chairman, I would like to ask the gentleman one 
or two questions. 

1955 PROGRAM 


You have spent most of your time telling about what you are going 
to have to curtail. You have not spent very much time telling what 
you are going to do. 

With a budget of $10.2 million plus and another $1 million plus you 
are going to get, it sounds to me like a pretty substantial budget. 
Are you not going to be able to do quite a few things with that? 

Admiral Srupps. We are going to continue to perform the functions 
of our Bureau, but on a reduced scale. We are going to do geodetic 
control. 

In the defense mapping band we have work to-do. Incidentally, 
1 did not bring out yesterday that there is a 200-mile band around the 
United States which is within the military defense area where we are 
providing most of the geodetic control within that area at the request 
of the Defense Department. 
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We are going to continue our surveys along the Atlantic Coast. 
We are going to continue survey operations in the Aleutian Islands 
and in awed But, as I say, they will be reduced because one vessel 
will not be operating in that area. The program for that vessel will 
necessarily have to stop. 

We will still have 4 major vessels and 12 minor vessels operating 
on the Atlantic, gulf and Pacific coasts and in Alaska. We will have 
horizontal and vertical control throughout the United States. 

We will not do any geodetic control surveying in Alaska, as we did 
last year. This is a costly operation, because we use helicopters and 
airplanes in Alaska. 

Mr. Coon Your budget is still over twice as big as your 1945 
budget. I thought you were complaining quite a bit about your 
budget. I thought surely there would be some good things in there 
that you would be able to carry on with. 

Admiral Srupps. Yes, sir. You understand that practically all of 
our mapping activities in water areas during the war stopped entirely. 
We transferred practically all of our vessels to the Navy, and they 
were not returned until after the war. Some of them were never 
returned, as a matter of fact. 

One, the Pathfinder, was returned in 1946 and had to be recondi- 
tioned for our use. She only did about 1 month’s survey operation 
in 1946, and went into full operation in 1947. 

It is also true that we only had 95 commissioned officers, because 
our officers were transferred to the Army, Navy, Air Force, and Marine 
Corps. They were returned to us after the war. We were operating 
in the chart production activity with working funds transferred from 
the military. We were making considerable charts, primarily for the 
military forces. 

It was only after the war, when we began to resume our normal 
operations and to resume our mapping and charting program, survey- 
ing program, that had been stopped during the war. That is what is 
responsible for those increased appropriations. 

Mr. Coon. That is all, Mr. Chairman. 

Mr. Cievencer. Thank you, Admiral. 

Admiral Stupps. Thank you, sir. 


Wepnespay, JANUARY 13, 1954. 
UNDER SECRETARY FOR TRANSPORTATION 


WITNESS 
ROBERT] B. |MURRAY, JR., |UNDER SECRETARY FOR TRANSPOR- 
TATION 


Mr. Nretson. Mr. Chairman, we have present the Under Secretary 
for Transportation, 
Mr. CievenGer. Mr. Murray, we shall be glad to hear you now, 


GENERAL STATEMENT 


Mr. Murray. Mr. Chairman and gentlemen of the committee, I 
have a statement which I would like to give to you. 
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I should like to make, for the five agencies for which the Secretary 
has delegated a responsibility to me, preliminary statements prior to 
the testimony of each of those groups as they appear before your 
comunittee. 

(The prepared statement is as follows:) 


Mr. Chairman and gentlemen of the committee, as the Under Secretary of 
Commerce for Transportation my function is to serve as the Secretary’s principal 
assistant on transportation policy within the Department; to help in the estab- 
lishment and maintenance of the Department’s position with respect to an inte- 
grated transportation program for the Department; and in the development of 
overall transportation policy within the executive branch of the Government. 

I believe that a brief presentation of what has been and is being done in dis- 
charge of this function would be helpful to this committee in its deliberations on 
budget estimates which are now before you, particularly since the estimates for 
the four bureaus involved total $797,295,000, or a little better than 93 percent of 
the total budget of the Department of Commerce. 


MARITIME ADMINISTRATION 


The Administrators of the Maritime Administration, the Civil Aeronauties 
Administration, the Commissioner of Publie Roads, the Director of the Weather 
Bureau, and I have worked closely to apply the Secretary’s policies to the pro- 
grams of these bureaus. I will not attempt a complete summary of their activi- 
ties, leaving that to the head of each bureau, but I would like to stress certain 
developments and accomplishments which I think are noteworthy. 

In the Maritime area a tanker trade-in and construction program has been 
developed, designed to create a reserve of tankers for national emergencies and 
to encourage private construction of new tankers meeting defense requirements. 
A bill to reduce the trade-in age from 12 to 10 years was passed in the last ses- 
sion of the Senate and is now pending on the House Calendar. Meanwhile, con- 
sideration is being given under existing law to applications received. While this 
budget does not include any funds for this purpose, our plan is to submit a sup- 
plemental estimate to permit the trade-in of 40 tankers to be replaced by the 
construction of 20 large, high-speed tankers, 

Although no ship-construction funds are requested now, there are pending 
with the Federal Maritime Board construction-subsidy proposals of two com- 
panies in compliance with requirements of their operating-subsidy contracts for 
replacement of overage ships. If these proposals are finally approved, it will be 
necessary to add these items to a supplemental request. Moore-McCormack 
Lines is planning two ships at, very roughly $25 million each, to replace its Good 
Neighbor Fleet. Grace he plans two passenger ships to replace the steamship 
Santa Paula and the steamship Santa Rosa. With respect to both companies the 
Board has made the necessary findings, permitting the existing ships involved to 
continue in subsidized services beyond 20 years of age. 

At present about 75 percent of the merchant ships in our reserve fleets have a 
speed of 11 knots or less. An increase in speed of Liberty ships to 15 knots is 
possible and would substantially increase our defense capability. We plan to 
recommend engineering studies and conversions of 4 Liberty ships, utilizing 
several mass production types of propulsion to determine the practicability of a 
full conversion program for the approximately 1,500 10- and 11-knot Liberty 
ships in reserve fleets. Studies have shown there is a great potential for national 
emergencies and peacetime operations in reducing the time required to load and 
unload ships in port. Therefore, these Liberty ships will also be used to test the 
most modern developments in cargo handling gear. 

Substantial budget cuts have been made possible through the elimination of 
fringe activities. By this I mean functions performed which are not clear-cut 
requirements of law, or which had been expanded beyond the basic requirement. 
Steps already taken include the closing of the United States Maritime Service 
Training Station at Alameda, Calif., and Sheepshead Bay, N. Y., as well as dis- 
‘continuing the correspondence courses provided to merchant seamen. As other 
examples, our work in the field of port development will be curtailed and it is 
planned to reduce the work of the Maritime Administration in development of 
ship construction plans and specifications transferring full responsibility to the 
contracting ship operator when construction under subsidy is involved. 
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Restrictions have been eased on construction of ships in American shipyards for 
foreign account. Control is still retained, however, over subsequent changes of 
ownership and trade with Communist China is prohibited. 

A better job will be done in the preservation of — in the national defense 
reserve fleets for about the same amount of money. athodie bottom preserva- 
tion is being extended to all ships, and additional basic preservation is required 
for ships returned to lay-up by general agents from the Military Sea Transporta- 
tion Service. 

In our review of the operating-differential subsidy program, we have concluded 
that if we are to retain an American Merchant Marine, it can only be accomplished 
through the continuance of Government aid. As long as the wide disparity in 
costs exists, the most significant item of which is wages, requests for operating- 
differential subsidy payments will be substantial. 


CIVIL AERONAUTICS ADMINISTRATION 


In the Civil Aeronautics area, we are moving forward with simplification of 
existing practices and elimination of many activities which are no longer essential. 
Some of the CAA practices were established to meet conditions in the aviation 
industry 15 years ago. Our broad objective is to make full utilization of the 
technical advancement and the increased economic stability of the aviation 
industry in finding means of getting the Government out of activities that industry 
can perform for itself. 

The need for lower activity facilities and services of the CAA is being reex- 
amined. ‘The effect of this reexamination will become evident as you review the 
CAA budget, particularly that for the Federal airways aes wage You will also 
note other factors which contribute to reduction of this budget, such as relieving 
CAA of financial responsibility for operating services where the primary use is 
for another Federal agency; transfer of facilities and services to other Federal 
agencies where they can be continued at less cost; and a generally more effective 
and economical administration. A firm of management consultants has been 
engaged to evaluate the overall effectiveness of management of the broad range of 
services provided by the CAA and to obtain even better management. 

I am submitting separately for consideration by members of this committee a 
study on the matter of charging for use of the Federal airways facilities. With 
respect to charges for aircraft and airman certifications, we are planning to 
institute a system of charges which is calculated to return revenues at least equal- 
ing the cost of the services provided. 

As proposed legislation, we are recommending a plan for incorporating the 
Washington National Airport, which will have the desirable effect of providing a 
basis for using revenues from users of the airport to meet the cost of. operation. 
Funds requested for operation of the airports at Anchorage and Fairbanks, 
Alaska, are restricted to provide minimum services, with the understanding that 
Federal support will be withdrawn as soon as it is possible to effect the transfer 
of these airports to the Territorial or municipal governments. 

In line with our report to this committee last year, we obtained the cooperation 
of a group of prominent people to evaluate the need for a Federal-aid airport 
— and the role of the Federal Government in such an activity. The report 
of their findings has now been received and is undergoing intensive review and 


analysis. When action is completed, we will be glad to furnish copies of the 
report to this committee. 


WEATHER BUREAU 


In the Weather Bureau area, progress is being made in developing new tech- 
niques and better methods for forecasting the most important weather conditions. 
Economies are also being effected by elimination of services in the fringe-benefit 
category which can be left to private ort to develop where justified, by 
consolidation of Weather Bureau and CAA activities where practicable, and 
pe sane of stations that have become less important as a result of technological 

vances. 

Local storm warnings are being improved through use of better techniques for 
upper air analysis and through establishment of a network of radar detection 
stations. The radar program is being financed largely by local agencies with 
significant savings to the Federal Government. urther, at many airports, 
where the traffic volume is not heavy and where upper air soundings are not 
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required, weather observations are made by CAA staff who transmit the reports 
to the Weather Bureau. This practice is being adopted in a number of localities 
where it has been considered impracticable in the past- 

Action is underway to reduce substantially the number of climatological 
section centers—from 42 to 16. Studies recently completed indicate that effective 
management of the network of approximately 10,000 cooperative and part-time 
stations will not be materially diminished because of this reduction, 


BUREAU OF PUBLIC ROADS 


In the public roads area, intensive study is underway of the Federal-aid highway- 
construction program, with particular reference to the present status and future 
outlook concerning the grant-in-aid aspects of this program. In this connection, 
a study of the economic potential for toll-road development has been completed. 

Since responsibility for establishing the need for the defense access roads, the 
Inter-American Highway, and the Rama Road programs, and their relative 
| aaa within the overall governmental budget is outside the Department of 

ommerce, we have discussed with proper Government authorities the placing 
of these items in the agencies having primary interest therein. Certain policy and 
ere bars to effecting a change in the existing system must still be settled. 
The Department is pursuing the matter in connection with development of new 
Federal-aid highway legislation. 

A study of what should be modern government’s role in the field of land, air, and 
sea transportation is underway. A basic principle held by the new administration 
in Commerce is that Government should withdraw from the transportation busi- 
ness except to the extent required by national security needs and those promo- 
tional activities and reasonable regulatory processes that can be clearly justified 
as responsibilities of the Federal Government. These studies should lead to a 
clearer definition of the basic needs of the Nation for shipping, aviation, and 
highway transportation. 


AERONAUTICS ADMINISTRATION 
REDUCTION OF FRINGE ACTIVITIES 


Mr. Murray. The schedule calls for the Civil Aeronautics Adminis- 
tration to be here this morning. I should like briefly to tell the com- 
mittee that in the past year the CAA and the Department have 
worked closely and cooperatively in an effort to shed those fringe 
activities which grow up in any organization over a period of time 
and which are required to be examined from time to time to assure 
that an administration is carrying on only those activities which 
represent the heart of the responsibility and the essential functions. 

With that in mind, during the course of the past year we have 
worked very hard in an effort to shed our fringe activities and con- 
centrate our funds on those functions which do represent the prime 
responsibility of the CAA. 

n doing that, we have tried to return to industry a great many 
responsibilities which previously, before the industry had reached the 
maturity which it now has, it was necessary for a governmental 
organization to do. 

n the intervening period of time the industry has matured to a 
sufficient extent that at this time it is possible to return to the industry 
responsibility which it is qualified to handle and in some cases more 
than willing to handle. 

We have tried to decentralize as much as possible, and we are going 
to continue to decentralize the administrative functions of the CAA 
to get as many of the activities into the field as we can and to cut 
down on large administrative overhead. 
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SAFETY RECORD 


In the field of safety we should like to call to your attention the 
fact that the year just passed has witnessed the lowest safety rate in 
the entire history of aviation. The fatality rate has been 0.47 per 
100 million passenger-miles, which is an alltime low. 

In all of the activities in which we are involved, as we are tryin 
to return responsibilities and to concentrate on those which we nee 
to concentrate on, we are doing this in a real effort to make sure that 
none of the activity for the next year will in any way interfere with 
the fine safety record which has ew established during this vear. 

We are in response to your request submitting a report which Mr. 
Lee, when he gets to the testimony on the Federal airways, will submit 
on user charges for the use of the airways. 

As Mr. Weeks told you yesterday, we are asking for permission to 
incorporate the Washington National Airport. As you will see, the 
efforts which we have made last year, operating under a substantially 
reduced budget, are being continued this year. Our budget is addi- 
tionally reduced in size this year. 


REQUEST FOR FEDERAL AID TO AIRPORT FUNDS POSTPONED 


I do want to call your attention to the fact that part of that reduc- 
tion has been brought about by reason of the fact that there are no 
funds requested at this particular time for Federal aid to airports. 
As I mentioned in response to a question yesterday, that is because 
just prior to Christmas we did receive a report of the committee which 
we appointed to advise the Department on the position of the Federal 


Government and its responsibility to the construction of airports. It 
will take us several more weeks to digest that. 

At the proper time, when a decision is made as to our future course, 
if we do go ahead with it and if we do require funds we will come to 
you at that time. 

Aside from that, there are substantial budget cuts over and above 
that amount in the budget for this year. 

Mr. Lee, the Administrator, and his staff are here to go into as 
much detail as you desire on the status of this year’s budgetary 
requests. 

Mr. CievenGcer. First, are there any questions of the Under 
Secretary, directly? 

USER CHARGES 


Mr. Rooney. I am interested in the matter of user charges. You 
mentioned that in connection with the Federal airways. 

Mr. Murray. Do you want to discuss that now? 

Mr. Rooney. Yes. 

Mr. Murray. Mr. Lee, do you want to go into that? 

Mr. Rooney. I thought you covld briefly tell us what you have 
in mind, since this is your statement. 

Mr. Murray. Well, in the matter of user charges for the airways, 
our first problem was, of course, to identify the cost. 

Mr. Rooney. I know about the problem, Mr. Murray. What is the 
solution? What are you going to propose? 
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Mr. Murray. Mr. Rooney, we have made a study which we feel 
identifies the cost as between the various users. It would seem to us 
that what was done with that was a legislative prerogative which, 
after you got the report and had time to study it, the Congress would 
make a determination on, as to what they did desire to do with it as a 
result of the study, which I think is a good study and which gives you 
all the information. 

Mr. Roonry. What does CAA propose? What does the Office of 
the Under Secretary for Transportation propose? 

Mr. Murray. Well, we are not proposing anything, Mr. Rooney, 
at this time. We are giving to the Congress the report which they 
requested, and the implementing of that, I think, will probably take 
some time and I would think some hearings on the part of the proper 
congressional committees, to decide what should be done. 

There is the problem, as was pointed out yesterday in answer to 
Mr. Bow’s question, of the fact that the Federal highway legislation 
is up for a continuance of authorization this year. That, of course, 
is & very major amount as compared with the airways amount. I 
would think it would be necessary to consider what is done with the 
gasoline tax there. 

Mr. Roonry. You are not going to propose one of those gadgets 
about some time in the future charging a user tax on gasoline to the 
aviation industry, are you? 

Mr. Murray. Mr. Rooney, the study we have made, I think, is 
the study which was asked for, which was to give to the Congress 
the information on which it could take action. I think we have that 
information. 

Mr. Roonry. Do you not think it is up to the Department of 
Commerce to make recommendations to the Congress with regard to 
the matter of user charges? 

Mr. Murray. I think on the matter of user charges there is no 
question at all that the Government spends substantial amounts of 
money for the airways which are used by the private operators. I 
think that there are enough problems involved in what we do that it 
seemed to us that what was done would come as a result of hearings 
which the House or the Senate would hold on this matter, as a result 
of which they would come up with the legislation. 

Mr. Rooney. This is highly unusual. In the first instance it is the 
responsibility of the Department to make recommendations to the 
Congress. You do not just put the pot of stew on the table and let 
everybody pick it apart. 

e have advanced no distance whatever in the past year in regard 
to user charges, inso far as I am concerned. 

Mr. Murray. I think we have advanced a great distance, Mr. 
Rooney. 

— Rooney. You have not yet told me one thing you propose 
to do. 

Mr. Murray. We have for the first time given you a cost allocation 
broken down among the various users of the airways. 

Mr. Rooney. I think we have had that before. There is nothing 
new about that. 

Mr. Murray. Well, so far as I know this is the first time such a 
report has come up here. This committee asked for the report. I 


164 


think we have given it to you. I think we have given you a very 
good report on which action can be taken. 


Maritime ADMINISTRATION 
PROPOSED SUPPLEMENTAL REQUEST FOR SHIP CONSTRUCTION 


Mr. Rooney. Now, with regard to your statement at page 2 and 
the Maritime Administration a request, you say at the 
end of your first paragraph on that page: 
our plan is to submit a supplemental estimate to permit the trade-in of 40 tankers 
to be replaced by the construction of 20 large, high-speed tankers. 

What will be the amount of that supplemental estimate? 

Mr. Murray. Well, I would think that that would run roughly 
around $55 million. 

Mr. Rooney. Then in the next paragraph you state, 

If these proposals are finally approved— 

for replacement of overage ships, 

it will be necessary to add these items to a supplemental request. 

Whet do you have in mind with regard to the possible cost of this 
item? 

Mr. Murray. Well, you cannot firm that up at the moment be- 
cause you cannot tell. I would say that our share of it would run 


probably around $10 million va ship. 
Now, as you know, the Maritime Act requires that these lines 


replace their ships at the end of 20 years, and the companies put funds 

aside for the purpose of constructing ships at the end of 20 years. 

The Grace Line and Moore-McCormack my are over 20 years old. 
as 


They were granted a Coast Guard waiver last year which enabled 
them to stay in use for one additional year. 

But under the act the companies do put funds omer, They are 
entitled to have ships built, when they arrive at the end of 20 years. 
Should they request funds this year we will put in a request. 

However, that will be different from requests in the past, because 
in the past wé liave been in the banking business on ship construction, 
and the Government has put up the entire cost for the construction 
of these ships; and in line with legislation that the Congress passed 
last year we propose to ask for only that part of the funds which have 
to do with the construction differential. The remainder of it we feel 
is a banking relationship between the company and their bankers 
and how they get their own funds is a problem of their own financia 
planning. We do not propose to remain in the banking business for 
the construction of ships. 

Therefore, instead of 100 percent funds being requested it will be 
roughly 40 percent on the program. 

As to the tanker program, instead of spending large sums of money 
there for construction—— . 

Mr. Rooney. I was just going to get to the tanker program. Of 
course, there is a lot of surplusage in that last answer, Mr. Murray. 
You know I like direct questions‘and answers. All I wanted to know 


was your proposed cost. 
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LIBERTY SHIP CONVERSIONS 


Now, with regard to your paragraph at the top of page 3, you say: 
We plan to recommend engineering studies and conversions of 4 Liberty ships, 
utilizing several mass production types of propulsion, to determine the practi- 
cability of a full conversion program for the approximately 1,500 10- and 11-knot 
liberty ships in reserve fleets. 
2 a included in this budget funds for the conversion of four Liberty 
ships 

Mr. Murray. No, sir. 

Mr. Roonry. What is the cost of conversion of four Liberty ships? 

Mr. Murray. The cost of that conversion will run about $1% 
million per ship. 

Mr. Roonry. That would be $6 million. What would the full 
conversion program of approximately 1,500 10- and 11-knot Liberty 
ships cost? 

Mr. Murray. I cannot answer that question shortly for you, Mr. 
Rooney. 

Mr. Roonry. Approximately. 

Mr. Murray. I will have to tell you that there has been a great 
amount of interest over the years to convert all of the Liberty ships to 
a higher speed. As to whether that is a desirable thing to do or not it 
is impossible to tell. Our proposal is rather than getting involved in 
a big program we should try to find out whether it is desirable and 
whether it would be p sored to go ahead; whether the Liberty ships 
that are now at a low speed could properly be brought up to 15 knots. 

Mr. Rooney. I understand all of that, Mr. Murray. I am inter- 
ested in the amount of funds. 

Mr. Murray. I have no idea. 

Mr. Rooney. Well, it would be at least $1 million apiece, would 
you say? 

Mr. Murray. Well, on these 4 it would cost about $1% million, 
but that is on a custom-built job. 

The first thing to find out is whether it is a desirable thing to do. 
If it is, the overall cost would be determined at that time, as to whether 
it would be desirable. We just do not know. We ought to know 
whether there is any feasibility to such a conversion. 


Crvit AERONAUTICS ADMINISTRATION 
RELEGATION OF CERTAIN ACTIVITIES TO INDUSTRY 


Mr. Rooney. Now, at the bottom of your page 4, concerning CAA, 
you refer to making— 
full utilization of the technical advancement and the increased economic stability 
of the aviation industry in finding means of getting the Government out of 
activities that industry can perform for itself. 
What activities? 

Mr. Murray. Broadly in that field will come the activities having 
to do with the air safety functions, on the inspections, and so on. 

Mr. Rooney. You are going to let industry do that, are you? 

Mr. Murray. No, sir; just in those areas where they are qualified 
to do it and where without in any way impairing safety it is possible 
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to make use of the maturity which the industry now has, to have them 
do those things I think they can do better than we can do. 

Mr. Roonny. What else do you have in mind, outside the field of 
safety? 

Mr. Murray. That will be it. 

Mr. Rooney. In other words, that explanation covers this glittering 
statement of getting Government out of activities industry can 
perform for itself? 

Mr. Murray. You are asking me about where is the main field. 

I would like to point out, Mr. Rooney, that this year, 1954, for 
example, we have conducted in the past a very large education pro- 
ow which we are letting the industry this year do for themselves. 

hey are better equipped to do it. It is their business. They must 
encourage and promote air travel. We are letting them do that. 

In the matter of research, there have been a great many fields in 
which we in the past have taken some interest, which the industry 
itself is better equipped to do than we. 

In the matter of airports, we have in the past given a great deal of 
advice to airport operators on how to manage the affairs at their 
airports. That whole activity was wiped out this past year. It had 
been going on for a good number of years. It was wiped out, and the 
Airport Operators Council was asked to take over that Sear remaee 
which they are now taking over and which they are doing very well. 

What we have tried to do, as I have said earlier, is to give these 
things back and get out of that business. As Mr. Lee goes over this 
budget I think you will find many examples of fields of activity that 
aviation will be able to do a much better job on by reason of our 
terminating our own interest in a great many of these fields. 


CERTIFICATION CHARGES 


Mr. Rooney. In your second paragraph on page 5, you say: 


With respect to charges for aircraft and airman certifications, we are planning 
to institute a system of charges which is calculated to return revenues at least 
equaling the cost of the services provided. 

What is the cost of those services? 

Mr. Ler. About $600,000. 

Mr. Rooney. There is a charge made at the present time for such 
certifications? 

Mr. Murray. That is right. 

Mr. Rooney. What are the charges? How are they based? 

Mr. Murray. We are charging at the moment, Mr. Rooney, for 
certification of aircraft but not for airmen’s certifications. 

Mr. Rooney. Well, you have not answered my question. Can 
you answer the question? What are the charges? 

Mr. Murray. About $175,000. 

Mr. Rooney. What is the total proposed budget for the Civil 
Aeronautics Administration? 

Mr. Murray. $103,885,000. 
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ANCHORAGE AND FAIRBANKS (ALASKA) AIRPORTS 


Mr. Rooney. Now at the bottom of page 5, referring to the 
Anchorage and Fairbanks (Alaska) airports, you speak of an— 
understanding that Federal support will be withdrawn as soon as it is possible 
to effect the transfer of these airports to the Territorial or municipal governments. 
What is the situation with respect to that? 

Mr. Murray. Well, as you know, those two airports at this time 
are a Federal responsibility. 

Mr. Rooney. We just finished building them. Are we now going 
to give them away? 

Mr. Murray. Well, there is the matter of maintenance. 

In the first place, they were airports that were required, I assume, 
at Anchorage and Fairbanks, for which Federal funds were previously 
appropriated. As you well know, the cost of maintaining them 

Mr. Rooney. This committee appropriated all the funds for those 
airports. We thought we were going to get some revenue out of 
them; that they might become similar to the situation at Washing- 
ton National Airport. Never at any time was there discussed the 
matter of turning them over to the Territory of Alaska or the munici- 
palities of Fairbanks and Anchorage for the benefit of private interests. 

Mr. Murray. Mr. Lee, you were here when that was done. I do 
not know what the basis was for the original appropriation. 

Mr. Roonry. What is the present plan, Mr. Murray, to which you 
refer? There must be something in the works. 

Mr. Ler. Mr. Rooney, we have at present two courses of action 
which we are following up. 

The first is the preparation of legislation which sets up a business- 
type budget and a corporate revolving fund for the two airports. 
That legislation has been submitted to the Bureau of the Budget and 
we expect will be submitted to the Congress later this year. 

The second step is the preparation of legislation which would trans- 
fer these airports to the Territorial vovernment of Alaska. The 
Territorial aviation commission is recommending legislation which 
would permit this transfer. Existing legislation does not permit the 
Territorial aviation commission to assume control of the airports. 
This bill will have to be submitted to the Territorial legislature, which 
meets next in 1955, 

Mr. Roonry. Amazing, to say the least. That is all at this time. 


CIVIL AERONAUTICS ADMINISTRATION 


WITNESSES 


. LEE, ADMINISTRATOR 
. BEARDSLEE, DIRECTOR, OFFICE OF FEDERAL AIRWAYS 
. TIPPETS, DEPUTY DIRECTOR, OFFICE OF FEDERAL AIRWAYS 
. KOCH, DIRECTOR, OFFICE OF AVIATION SAFETY 
a. CALLINAN, ADMINISTRATIVE OFFICER, OFFICE OF AVIATION 
SAFETY 
H. H. HOWELL, DIRECTOR, OFFICE OF AIRPORTS 
L. N. BAYNE, DIRECTOR, OFFICE OF GENERAL SERVICES 


Mr. Cievencer. We will begin now with the CAA and insert 
page 373 of the justifications. 
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(The information is as follows:) 


Summary of appropriations 


1953 


Salaries and €xpenses $105, 594, 000 

Establishment of air navigation facilities 9. 
Establishment of air navigation facilities (liqui- 
dation of contract authorization) 3, 641, 499 
Technical development and evaluation. 1, 162, 972 
154 


2, 
Federal-aid airport program 14, 321, 
Federal-aid airport program (liquidation of 
9, 000, 000 
mance and operation of pu airports, 
Territory of Alaska 433, 594 
Air navigation development 1, 750, 000 
Maintenance and operation, Washington Na- 
tional Airport 1, 350, 000 
Construction, Washington National Airport-_- 28, 000 
Claims, Federal Airport Act 1, 821, 423 


Total appropriation 149, 052, 642 
Less: Liquidation of contract authorization —12, 641, 499 


136, 411, 143 


GENERAL STATEMENT 


Mr. Ler. Mr. Chairman, I have a prepared statement which has 
been submitted to the committee. If the committee wishes, I should 
like to supplement that with a short oral statement. 

Mr. CLEeveNGER. You may proceed. 

(The prepared statement is as follows:) 


The statutes and policies set forth by the Congress have established the Civil 
Aeronautics Administration as a service agency—one that serves the public in 
general and all forms of United States avaition, both civil and military, in particu- 
lar. In essence, CAA’s job is to provide the aeronautical services that will 
assure, to the maximum extent possible, the public’s safety in flight. Among 
these services are: Effeeting reasonable standards of safety in the production, 
operation, and maintenance of aircraft; certifying as to the competency of airmen; 
operating a national network of aids to air navigation; air traffic control over 
aircraft using the primary air routes; airport engineering work; research and 
development to improve aeronautical equipment; and other essential services 
that contribute to the safety of the common civil/military use of our airspace. 
As an index of our workload, United States domestic and international scheduled 
air carriers will this fiscal year provide 19,100 million revenue-passenger-miles of 
service, and in 1955 this level is expected to increase to 20,400 million. The 
safety record of .47 fatalities per 100 million passenger-miles, achieved by the 
scheduled air carriers in calendar 1953, is the best ever attained and is a significant 
advance toward our goal of maximum safety. 

In line with one of our primary objectives and consistent with the expressed 
views of this committee when we last appeared before you, we have worked 
steadily during the past year, with the application of objective judgment and real 
effort, to reduce expenditures wherever possible. As a result, we have some sub- 
stantial progress to report. The estimate for 1955 provides for 15,202 positions 
and $103,885,000. In terms of positions this will provide 10.4 percent less than 
were authorized for this fiscal year and 14.4 percent less than the 1953 level. 
These reductions have been made by continually screening requirements during 
this year. For regular appropriations the 1955 request of $103,885,000 compares 
with $116,085,000 appropriated in 1954 and $136,411,143 in 1953. The actual 
dollar reductions applied to existing activities are even greater than these summary 


| 
Increase 
1954 1955 or 
decrease (—) 
$105, 000,000 | $96, 450,000 | —$8, 550, 000 
7, 000, 000 5, 000, 000 —2, 000, 000 
000 "700, 000 | —50, 000 
22, 700, 000 |.......---....| —22, 700, 000 
500, 000 650, 000 +150, 000 
1, 085, 000 
OS —1, 350, 000 
| 138, 785,000 | 103, 885,000 | —34, 900, 000 
Total 
| «(116,085,000 | 103,885,000 | —12, 200,000 
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net figures reflect, for in 1955 we have provided $2,400,000 to maintain and 
operate new air-navigation aids previously authorized for establishment by Con- 

There has evolved, and the 1955 estimates reflect, requirements for mini- 
mum levels of service which are considered necessary to assure continuance of 
the present standards of safety in air transportation. 

In the overall, the new administration appropriated $61,443,000 less than the 
$200,228,000 originally proposed for CAA programs in 1954. In 1955 further 
economies are planned that will aggregate $34,900,000 or a 2-year total reduction 
of $96,343,000 below the level of the original 1954 estimates. All of the economies 
being made in CAA fall into two general categories: 

(1) Results of improved management, efficiencies, and revised operating 
procedures that reduce expenditures; and 
(2) Economies resulting from adjusting the level of public services. 

In order to achieve the level of expenditure scheduled for 1955, we are placing 
into early effect actions that will result in saving $2,584,000 of the funds appro- 
priated for 1954. The following table summarizes the funds requested by 
appropriation titles. 


REGULAR OPERATING BUDGET 


$105, 594, 000, $105, 000, 000 

1, 162, 972 750, 000 

Maintenance and operation, public airports, Territory 

of Alaska 433, 594 500, 000 

Air navigation development 1,750,000} = 1, 085, 000 
Maintenance and operation, Washington National 

1,350,000} 1,350, 000 


110, 290, 566 


CAPITAL INVESTMENT BUDGET 


Establishment of air-navigation facilities ___- 9, 950, 000) 
Construction, Washington National Airport 000 

eral-aid airport program 14, 321, 154 
Claims, Federal Airport Act 1, 821, 423 


Total obligation authority 26, 120, 577 

Add appropriation to liquidate prior year contract 
authority 12, 641, 499 
38, 762, 076 


149, 052, 642 


Our estimates for fiscal year 1955 provide $12,200,000 less than the appropria- 
tions this year for capital investment and regular programs. At the same time, 
we anticipate increases in the aviation industry. he air traffic workload of the 
Federal airways system is expected to increase by 5 percent in control towers and 
air-route traffic-control centers, and 3 percent in communications stations. In 
terms of air-carrier passenger service, an increase ot 6.8 percent over the 1954 level 
is anticipated in the domestic and international air-transportation system. Some 
30 million ngers will be involved—or about one-fifth of our national popula- 
tion. With this growth of the industry, economies in CAA of the magnitude 
involved necessarily reduce services. 

It is our objective to realize these economies through means that will have only a 
minimum effect on direct public services. Consistent with this approach, we are 
studying operating procedures, basic statutes, and civil air regulations to modern- 
ize our programs to meet the needs of the aviation industry at the present time. 
The final results of these studies are not yet available, but the economies that can 
be anticipated have been reflected in our budget estimates. 

Among the more significant items to be anticipated are new principles for ad- 
ministering the aviation safety program, recognizing the fundamental concept 
that the frequency with which inspections are conducted does not alone reflect 
safe operations. Our 1955 program will emphasize that the schedule of inspec- 


|| 

Increase or 
| 1953 1954 1955 ae 

$96, 450, 000! —$8, 550, 00 
700,000)  —50,000 
650,000} +150, 000 
—1, 350, 000 
108, 685, 98, 885,000} —9, 800, 000 

7,000,000} 5, 000,000} —2, 000, 000 
400,000)... 400, 000 
7, 400, 000} 5, 000, —2, 400, 000 
| 22,700, 700, 000 
| 30, 100, 000 5, 000, 000| 25. 100, 000 
Grand 135,785, 000 103, 885, 000| —34, 900, 000 
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tion frequencies is a guide rather than a substitute for the judgment of our safety 
agents. We further contemplate some changes in the philosophy of regulation 
and principles of administration of the civil air regulations, the ultimate objective 
being to place responsibility for detailed procedures and practices direetly on the 
aviation industry to meet standards established by the civil air regulations. As 
a result of our studies, some changes in statutes and the regulations promulgated 
by the Civil Aeronautics Board will be recommended. 

The Federal airways system requires most of the ageney’s funds for the technical 
services provided by a large number of relatively smal! units that make up a na- 
tional network of air-traffic control and aids to air navigation. To economize in 
this area, unfortunately, involves the discontinuance of certain of these units. 
Our planning is designed to continue the basic essential services and, at the same 
time, to effect substantial savings through such steps as: Combining facilities; 
transferring certain facilities to other Government agencies, where an advantage 
to the Government as a whole would result; discontinuing facilities which fall 
below criteria established to determine when the Federal Government must pro- 
vide services in the interest of safety for air commerce; discontinuing a number of 
facilities and services, such as the L/MF radio ranges that are being replaced with 
VHF omni-ranges; and discontinuance of standby electric generators at locations 
where a reliable source of commercial power is available. 

Tn effecting economies, the indirect services—both housekeeping and manage- 
ment—have been substantially reduced. The changes reflect both curtailment 
of the agency’s operating programs and contraction of the indirect and supporting 
activities. For 6 successive years we have reduced personnel in this area and in 
view of our diversified activities, the continued expansion of the industry, and our 
overall responsibility for safety in air transportation, it is of the utmost impor- 
tance that a balanced operation result from whatever changes are placed in effect. 

In the program for establishing air-navigation facilities, $5 million is being 
requested, which is the lowest level submitted to Congress in recent vears. This 
amount is divided approximately equally between the most essential improve- 
ments to existing airway facilities and the establishment of additional VHF 
omnidirectional ranges which must be placed in service to permit nationwide 
use of the modern VHF system and further discontinuance of older-type low 
frequency ranges. 

For technical development and evaluation, $700,000 is requested, which is 
slightly below the current year’s level and reflects economies in administrative 
and shops services. This program has been carefully screened to eliminate all 
but the most essential projects. The Department of Defense and the National 
Advisory Committee for Aeronautics have been consulted and they advise that 
there is no overlapping between this work and the research and development of 
the military services or the NACA. 

For developing air-navigation aids, $1,085,000 is requested as the Department 
of Commerce share of this program. This is a joint activity with the Depart- 
ment of Defense directed by a Board comprised of representatives of the Army, 
Navy, Air Force, and CAA. Under a new and stronger agreement, reached 
with the Department of Defense, fuller support and participation in this program 
by the Army, Navy, and Air Force is anticipated. 

For administration of the Federal-aid airport program, no additional funds are 
requested but language is proposed to permit utilization of $750,000 now avail- 
able for grant-in-aid purposes to support required administrative costs during 
the coming year. 

For the operation and maintenance of the Anchorage and Fairbanks, Alask 
airports, $650,000 is requested. This is an increase of $150,000 in the level o 
services now available, which is necessary to correct substantial deficiencies in 
the protection and maintenance of the airports. 

No request is being made at this time for funds to maintain and operate the 
Washington National Airport, based on a current objective to incorporate this 
facility in order that revenues can be used to meet operating expenses. Depend- 
ing upon the progress of the proposed legislation it may be necessary to request 
a supplemental appropriation, to cover the period between the close of this fiscal 
year and the date on which operations will be assumed as a, corporate structure. 


Mr. Ler. To cover our broad functions, the CAA is not an end in 
itself. We do not carry passengers or mail or cargo. We do not dust 
crops and we do not carry any military weapons. But our functions 
are essential to the performance and the safety of all of these activities. 

In fact, the United States airpower, both civil and military, could 
not exist without functions such as the CAA performs. 


\ 


171 


FUNCTIONS OF CAA 


Briefly, to review the type of functions we perform, in connection 
with the safety of both military and civil aviation I would like to cover 
the safety, the airways, and the airports functions in a brief review. 

So far as aircraft are concerned, whenever you board a United States 
civil aircraft, whether it be large or small, you can be sure that it has 
been type certificated by the Civil Aeronautics Administration, and 
that the procedures for maintaining it are continuously monitored by 
the CAA. ‘The airmen who fly that aircraft and those who are 
responsible for its maintenance are certificated by the CAA, and we 
have procedures for assuring that their technical proficiency and their 

hysical qualifications are kept up to the requirements which have 
een established by the Civil Aeronautics Board. 

Further, on the question of flight operations, you can be assured 
that we have approved the major flight procedures of all of the air 
carriers and that we specify the minimum altitudes at which they 
can fly and those to which they can descend in bad weather. 

We operate the aerial highways of this country, highways which 
serve all of our aviation; the large aircraft, the small aircraft, the 
military aircraft—every type of aircraft which flies in this country. 

We operate the aids for descent and landing which enable the air- 
craft at its destination to get down safely in spite of weather. It is 
interesting to note that 11 percent of the air-carrier approaches made 
in the last calendar year were instrument approaches, using the aids 
and the procedures which we have established. 

We operate a very complex, necessarily complex system of air- 
traffic control to protect aircraft from collision under instrument- 
flight-rule conditions. 

‘Lastly, we take such steps as we can to insure that we have a safe 
and adequate national system of airports. 

In all of this our responsibilities are growing. Actually, civil 
aviation affects every man, woman, and child in the United States 
at the present time, in every city, village, and hamlet in the country. 


INCREASED AIR TRAVEL FORECAST 


In calendar year 1953 scheduled operations grew twice as fast as 
they did in 1952. The number of passengers was up 17 percent over 
1952, totaling 32 million passengers, equaling one-fifth of the total 
population of the United States. 

We have forecast an increase in fiscal year 1955 over fiscal year 1954 
of about 6.8 percent in the number of passenger-miles flown by our air 
carriers. That is an increase from 19.1 billion passenger-miles to 
20.4 billion passenger-miles. 

We have forecast a steady increase in the amount of military flying 
in attaining the goal of the 137-group Air Force which has been 
announced. And we have seen a significant upturn in general avia- 
tion, particularly in corporate and industrial flying, and a healthy 
upturn in student flying, which would indicate that general aviation 
has now started again an upward trend. 
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WORKLOAD INCREASE 


So far as our workload is concerned, we have estimated our traffic 
control workload will increase approximately 5 percent, and that is a 
very conservative estimate, I feel. We have estimated our communica- 
tions workload will increase about 3 percent. 


COMPARISON OF 1954 AND 1955 BUDGETS 


Compared with that, our 1955 appropriation request provides for 
10.4 percent less positions than in 1954 and 14.4 percent less positions 
than in 1953. 

In dollars, our regular appropriations in 1955 provide for $103,885,- 
000. This is $12.2 million less than was appropriated in 1954 and 
$32,526,000 less than was appropriated in 1953. 

In effect, the overall reduction in 1955 is more, because $2.4 million 
of our total request is allocated to the operation of new facilities which 
have been recently commissioned or are to be commissioned in fiscal 
a — for 64 additional traffic controllers to handle the increased 
workload. 


GROWTH OF UNITED STATES AVIATION COMPARED WITH SIZE AND COST 
OF CAA 


I have a chart here which in effect shows a comparison between the 
growth of aviation and the obligations of CAA and its average em- 


ou will note that in the index, which we consider as representative 


of the aviation activity in this country, which is aviation gasoline 
consumption, we have an increase from just over 700 million gallons 
in 1950 to almost 1.2 billion gallons in 1955. 

In domestic and international revenue passenger miles the increase 
has been from about 10 billion in 1950 to about 19 billion in 1955. 

At the same time, the obligations of CAA appropriations have 
decreased from $180 million in 1950 to just over $100 million in 1955. 

Our employment has decreased from 17,000 in 1950 to approximately 
15,000 in 1955. 


MANAGEMENT IMPROVEMENT SAVINGS 


The savings which we have made have been achieved through 
improved management and procedures such as the combination of 
facilities, better use of our personnel, and the overall cutback in 
supervision. 

As an example, we have cut out certain specific items, such as 60 
automobiles, and have reduced programs on a selective basis with the 
idea of keeping our major services intact. 

appropriation request for 1955 contemplates such actions as 
the elimination of the education staff, the elimination of 41 communi- 
cations stations, 78 low-medium-frequency radio ranges, and 575 
standby engine generators. At the same time we have cut our capital 
improvement programs to the bone, or in some cases have eliminated 
them, and have cut our development programs to the bare minimum. 

I would be glad to answer any questions, Mr. Chairman, on the 
general CAA appropriation. 


173 


Mr. CLevenGcer. Mr. Coudert? 
Mr. Couprert. No questions. 
Mr. CLevencer. Mr. Bow. 


REDUCTION IN SAFETY PROGRAM 


Mr. Bow. Mr. Lee, let us address ourselves first to this reduction 
of $668,000 in the safety program. I am sure that this committee, 
as well as the CAA and the public, is very much interested whenever 
we get into a substantial cut in safety as to whether or not we are 
undermining the fine safety record that has now been established 
by the air lines and through the operations of the CAA. Will you 
comment more in detail on what your plans are and what you are 
doing and whether it is in the safety activities of the operations that 
the cut is being made. 

Mr. Ler. Mr. Bow, in fiscal year 1954 we are making a cut of 132 
positions in our aviation safety staff. 

Mr. Bow. That is 132 positions? 

Mr. Ler. In fiseal 1954. 

Mr. Bow. Yes. 

Mr. Ler. This saving is achieved by essentially three types of cuts. 

First, we are eliminating certain of the supervisory levels which 
we have had in the past. 

Mr. Bow. Can you tell us what those supervisors have been doing? 

Mr. Ler. We have eliminated the aviation safety division chiefs in 
each of our regions, and the immediate staff surrounding them. This 
is possible because in the past few years our agents in the field have 
achieved a knowledge of aviation safety procedures which we feel 
enables them to assume more responsibility. We have issued certain 
formal statements of administration which place more responsibility 
in the individual field agent. We have tried to cut out one level of 
supervision, and we believe we can do this without in any way endan- 
gering the safety activities in the field. 

Secondly, we have curtailed our training program by the consolida- 
tion of certain training courses and thereby have saved not only 
training staff but also the travel, per diem, and other incidental costs 
which are involved in this program. 

Mr. Bow. Is that the training of personnel for CAA? 

Mr. Ler. Yes, sir. 

Mr. Bow. What does that involve? 

Mr. Lez. That involves $118,000 of the $668,721 reduction. 

Lastly, we have made a reduction in the overall level of our activi- 
ties, where we feel that it can be done without any significant change 
in the level of safety. We have cut out certain field positions. We 
have done this by changing our procedures. 

We have gotten away from a fixed frequency of inspections of air 
cariiers. We have directed our people to concentrate their attention 
on the trouble spots in the industry and to monitor on a spot-check 
basis the parts of the industry which we feel are operating satisfac- 
torily as far as safety is concerned. 

Mr. Bow. Is it your feeling, Mr. Lee, that the air transport in- 
dustry, at least, has sufficiently grown up to the point where safety 
can be pretty well handled by the industry itself? 
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Mr. Ler. Well, Mr. Bow, we feel that we can transfer certain 
additional functions to the industry at the present time. In the 15 
years since the Air Commerce Act of 1938 we feel that it has grown 
and matured to a great extent and we can gradually transfer more 
responsibility to it. However, we feel there is a general public interest 
in Federal supervision of safety practices and procedures and that 
there will be a continuing responsibility in this respect. 

I can give you an sderiale of the transfer of responsibility, for 
instance, the certification of small aircraft. We are now transferring 
responsibility to the manufacturers of those aircraft to certify that 
their aircraft comply with the pertinent civil air regulations. 

Mr. Bow. And the certification of new aircraft, also is done by the 
CAB; is it not? 

Mr. Ler. By the CAA, sir. 


EFFECT OF CUTS ON SAFETY STANDARDS 


Mr. Bow. I should like to have a direct answer from the CAA on 
this question: Do you feel that these cuts which are being made in 
the safety program in any way lower the standards or endanger the 
public who will use air transportation? 

Mr. Ler. We have already allocated the cut of 132 positions which 
has been made in fiscal year 1954. You will note from the document 
before you that the total cut amounts to 176 positions and 132 of 
those have already been taken. We are studying now carefully the 
allocation of that additional saving. 

We hope that by improved procedures we can do it without any 
reduction in the level of safety. — 

Mr. Bow. So your answer is that you do not believe we are en- 
dangering in any measure the traveling public by the reduction? 

Mr. Ler. I feel that we can allocate this cut of the additional 44 
positions in a way in which certainly we hope will not make any 
significant reduction in the level of safety. 


INCREASED WORKLOAD IN CONTROL CENTERS 


Mr. Bow. Mr. Lee, what is the situation today so far as your 
control centers are concerned? I notice in the justifications some 
requests for additional employees for control in the Federal airways. 
Can you tell us, briefly, just what that situation is? My recollection 
is that you asked for 64; is that correct? 

Mr. Lex. Yes, sir. We have requested 64 additional positions 
for air-route traffic-control centers, at a total cost of $271,548. 

Mr. Bow. Tell us, briefly, Mr. Lee, something about your situation 
in control centers that makes this requirement necessary. 

Mr. Les. We expect that the air route and airport traffic control 
workload will increase at least 7 percent in fiscal 1954 over fiscal 1953. 

We anticipate an additional increase in their workload in fiscal 
1955 of 5 percent. By this increase of 64 center controllers we hope 
to meet the major portion of the additional workload created in the 
air-route traffic-control centers. 

Mr. Bow. It goes, does it not, Mr. Lee, to the question of safety 
really, to have adequate manning of your control centers? 

Mr. Leg. Yes, sir. 
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DELAY TIME REDUCED THROUGH RADAR 


Mr. Bow. Can you give the committee some idea as to how you 
have in the past few years up to the present time improved the system 
and speeding up of landings in congested areas? 

Mr. Ler. I would say that the major development in traffic control 
has been the increasing use of radar in the airways system. We have 
significant examples in our major congested areas, such as Washington, 
New York, Chicago, and Los Angeles, where we have put in radar 
control procedures. 

At Washington, for example, we have both radar-controlled depar- 
tures and radar-controlled arrivals. By the use of this type of control 
we have in effect reduced our delay time of aircraft under instrument 
conditions to an insignificant amount. ‘The delays are usually caused 
by emergencies, such as lost aircraft, or failure of communications, 
rather than by any breakdown in the system. 

Mr. Bow. When I was at the National Airport last Saturday 
afternoon, in going through the airport with you, Mr. Lee, you or 
someone out there told me something about the number of minutes of 
delay now as compared to prior to the use of radar and your present 
control system. Can you give us that for the record? It was very 
interesting to me. 

Mr. Ler. I will have to give you approximate figures. But the 
delay time for a 6-months’ period was reduced from a figure of be- 
tween 400 and 500 hours cumulative to about 16 hours cumulative, 
while at the same time there was approximately a 70-percent increase 
in the traffic handled. 

Mr. Bow. Was that at the Washington National Airport? 

Mr. Ler. Yes. 

Mr. Bow. I might say for the benefit of any members of the 
committee who have not made a tour of the Washington National 
Airport that I think it is very much worthwhile. I spent last Saturday 
afternoon with Mr. Lee out there, and I suggest that amy member who 
has not done so would probably get much information and would feel 
a little better when he is in the air, too. 


VOR PROGRAM 


What has been the progress and development of your VOR 
program? 

Mr. Lee. The VOR program is a program which covers the naviga- 
tion facilities which will eventually take the place of the old low- 
medium frequency ranges. By tbat, | mean the old ranges in the 
200- to 400-kilocycle frequency band. The new ranges are in the 
frequency band just above 100 megacycles. 

We have at present 426 VOR’s and TVOR’s in the program. By 
“TVOR” I mean a terminal very high frequency omnidirectional 


range. 

Three hundred and sixty-nine of these are underway or in operation 
and the remainder are under construction. 

I have a chart here of the United States which shows the VOR’s 
and VAR’s—by the latter I mean ‘‘visual-aural range’’—and the air- 
ways connecting them. This will show the committee perhaps better 
than words can the extent of this program. 
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Mr. Bow. Have you anything in this request for completion of 
A i a system or has there been money already appropriated for 
that! 

Mr. Ler. Yes, Mr. Bow, under the appropriation heading ‘‘Estab- 
lishment of Air Navigation Facilities,” on page 441 of our submission 
we have requested funds for the establishment of 24 VOR’s. 

Mr. Bow. Would that complete the system? 

Mr. Ler. Probably not, sir. We ask for additional equipments 
when they are needed to fill in gaps in the system or take care of 
increased traffic. 

There are a total of 94, that we expect eventually to ask for, to 
complete the system. 

r. Bow. Do we have the system so installed, with the ones that 
are under construction, so that you have VOR conditions throughout 
the continental United States? 

Mr. Les. Yes, sir. We expect to have all of our airways flyable 
using VOR’s at the end of this program, which includes the 24——— 

Mr. Bow. Which includes those which are in this appropriation 
request? 

Mr. Ler. Yes, sir. 
wean Bow. That would complete the continental United States with 

9 

Mr. Lee. Yes, sir; although we shal] need additional sets for 
multiple airways and for the handling of increased traffic in congested 
areas, and possibly for new airways if the traffic Seiirenbaeits’ CichAks 
that they are required and justified on the basis of expense. 

Mr. Bow. I think it would be well for the record if you could tell 
us quite briefly, Mr. Lee, what the VOR is in the way of development 
of airways’ equipment over that which you are replacing. 


ADVANTAGES OF VOR EQUIPMENT 


Mr. Ler. The very high frequency omnidirectional range, or VOR, 
is an equipment which provides an infinite number of courses around 
it which can be flown by aircraft. In effect, there are, we say, 360 
courses around the installation which can be accurately flown by all 
aircraft which are properly equipped. 

This replaces the old 4-course range in which there were available 
only 4 rather rough courses to be flown. 

I have here a photograph showing the compact installation of VOR 
and a chart which indicates an infinite number of bearings around each 
station which can be flown. 

I might say this provides on a system of polar coordinants the angle 
of an aircraft with respect to the station and magnetic north. When 
this is supplemented by a distance reading, which is provided by 
distance-measuring equipment, you have complete information as 
to the geographical location of the aircraft. 

On this photograph the small antenna on the top of the circular 
dome there is the antenna of the distance-measuring equipment. 


USER CHARGES 


Mr. Bow. I would like to go to the controversial question of user 
eharges, Mr. Lee, if we can. I am sure you remember the hearings 
back in 1951. There was some discussion of this same question at 
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that time by Mr. Rentzel and yourself. I am referring to pages 
1476, 1477, 1478, and 1479 of the hearings on Commerce of the 81st 
Congress, 2d session. This was, as I say, in 1951. 

Mr. Rooney said this: 


Since 1946 the Bureau of the Budget has shown an interest in the imposition of 
airway user charges perhaps equal to that shown by the Congress. 


I beg your pardon. That is a statement Mr. Rooney read from a 
report that was made at that time. 

At that time you said: 

The view of the staff is that we should set up a program. It seems to me the 
two are consistent. The President’s statement was, ‘“‘As the rapid growth of 
aviation continues.’’ That envisages that at some future time when the aviation 
industry was able to bear this burden it should bear the burden. That is defin- 
itely that our opinion that we should establish a definite program at the present 
time for the imposition of user charges in the future. Following this statement 
by the President, the airlines went through an unprecedented period of losses. 

hey lost in that year $21,355,000 plus. 


PRESENT EARNINGS OF AIRLINES 


What can you tell us about the airlines at this time in reference to 
that $21,355,000 loss? What is the situation as to loss or earnings 
as of now? 

Mr. Ler. Mr. Bow, if I may answer your question by a discussion 
of the document which we are here submitting to the committee—— 

Mr. Bow. If you could answer the question of earnings or losses 
compared to that, Mr. Lee, then I am certainly glad to go into the 
question of what you submitted and what brought it about. 

Mr. Ler. Yes, sir. We have set forth a program of user charges 
which we feel can be borne by the air carriers 

Mr. Bow. Can you tell me, before we go into that, as of the last 

ear, either the losses or earnings of the airlines of the United States? 
T think it is a good premise to start from. 

Mr. Ler. The table on page 124 of the report which we have sub- 
mitted shows that in fiscal 1952, which was the last full year that 
we have had available, the total operating profit of the domestic 
scheduled air carriers, domestic trunklines, was $92.4 million. 

Mr. Bow. Those are earnings? 

Mr. Ler. That is the total operating profit. 

On page 126 we have the statistics of the local service lines, which 
show a loss of $37,900. 

In effect, we feel that 96 percent of the scheduled air carriers 
measured by volume of business are at a point in their operating 
finances where they can bear a user charge without showing a loss. 


PROCEDURES USED IN PREPARATION OF REPORT 


Mr. Bow. Before going to the program that you have submitted to 
us, this committee in its report last year said: 


This committee has year after year called attention to the fact that the Federal 
Government is providing large sums for airway facilities and operation without 
reimbursement of the aviation industry. The committee does not propose to 
continue indefinitely making recommendations for such large appropriations unless 
some-system of airway user charges is placed in effect which will return a substan- 
tial sum to the Federal Treasury. Action and not mere promises is what is needed 
and expected. 
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Before going into the program that you have submitted to us, Mr, 
Lee, will you tell us for the record what you have done in preparing 
this program? 

Mr. Len. We have taken the directive of the committee very 
seriously and have attempted to come up with a document which 
would meet the committee’s desires. We have completely restudied 
the airways system and have refined our methods of costing and 
evaluating the airways system as it exists today. 

We have brought all of our figures up to date and have revised some 
of our methods of computation of such items as depreciation, interest, 
on investment, and so forth, so that we feel we have now a very sound 
basis for any charging program. 

In addition to that we have restudied the methods of allocating 
these costs to the various users and have made certain substantial 
changes from the two previous reports that have been submitted to 
this committee in the method of allocating such costs. 

The tables which are included in the report show that we allocated 
the costs not only by the use factor but also by a value-of-service 
factor and have come up with some definite percentages which show 
the extent of use of the airways by the various classes of users. 

Finally, we have reviewed charging systems and have here proposed 
two alternative programs which could be pursued to obtain a return 
from the domestic users. This report has been circulated to the 
Department of Defense, Department of State, Department of the 
Treasury, and the Civil Aeronautics Board and has been reviewed by 
them. It has also been disseminated to the following nine trade 
organizations: The Air Coach Transport Association, the Aircraft 
Owners & Pilots Association, the Air Transport Association of Amer- 
ica, the Aeronautical Training Society, the Independent Military 
Transport Association, the National Aviation Trades Association, 
National Business Aircraft Association, National Flying Farmers 
Association, and the Transport Air Group. 

We have received their comments and suggestions with respect to 
the various methods of costing and of allocating the cost between the 
users and have taken them into account in this final report which we 
have submitted to you. 

Mr. Bow. Are there any of those groups which you have submitted 
this program to who feel there should not be any aircraft users’ 
charge? 

Mr. Ler. There are several of these groups who feel that they 
should not be subjected to an airway-user charge themselves. I do 
not know whether they have gone so far as to speak for all of them. 

Mr. Bow. The larger users through their organizations have indi- 
cated that a user charge of some kind would be proper, have they 
not? 

Mr. Ler. I believe the Air Transport Association is the one group 
which—they represent, of course, the scheduled air carriers of this 
country—has indicated that it felt that some sort of user charge 
would be proper. The others have felt that it might be premature to 
have a user charge at this time. 
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ALTERNATIVE METHODS OF CHARGING PROPOSED 


Mr. Bow. Do you in this report, which we have only had before 
us this morning, make any definite type of recommendation as to the 
type of user charge? 

Mr. Lex. We set forth a program, sir, of two alternative methods 
of user charges. One consists of an aviation-fuel tax. We have 
estimated the receipts for that at the rate of 2 cents per gallon. 

Mr. Bow. That is an additional 2 cents over the charge at the 
present time? 

Mr. Ler. Yes, sir. 

Mr. Bow. It is 2 cents? It depends on whether we determine the 
2 cents now as a revenue charge or as a user charge? 

Mr. Ler. Yes, sir. And then we have the alternative method of 
charging, which is a registration fee of from $10 to $50 for aircraft up 
to 4,500 pounds, and a weighted ton-mile charge for aircraft over 
4,500 pounds. 


JET FUEL 


Mr. Bow. Let me ask you this, Mr. Lee: If we instituted the gaso- 
line tax as the proper user charge, do you feel that might deter the 
development and bringing into operation of jet commercial liners? 

Mr. Ler. Well, sir, we have specifically considered the factor of 
increased fuel consumption by jet aircraft. 

Mr. Bow. Can you tell us for the purpose of this discussion just 
the difference in the usage of gasoline by jet aircraft as compared to 
the conventional type? 

Mr. Lez. The usage by jet might be twice as much as the conven- 
tional aircraft. We have considered a lower rate per gallon of charge 
on jet fuels, such as the JP-4 fuel. 


INCORPORATION OF WASHINGTON NATIONAL AIRPORT 


Mr. Bow. Would you care to discuss with the committee the in- 
corporation of the Washington National Airport? 

Mr. Leg. Yes, sir. We have proposed legislation which has been 
transmitted to the Bureau of the Budget. 

Mr. Bow. It has been suggested in the hearings of this committee, 
Mr. Lee, that the Congress might lose control over the National 
Airport and its development and usage. I wish you would discuss 
that a little bit. 

Mr. Lex. The background of the proposal for incorporating the 
airport stems from the report of the Hoover Commission on the 
organization of the executive branch of the Government, dated 
March.31, 1949. I quote from that report: 

We urge the incorporation of this enterprise to bring it under the Government 
Corporation Control Act of 1945, 

Based upon the finding of the Commission, that airport is “straight 
line business enterprise,’ for which incorporation was appropriate— 
so as to secure greater flexibility in management and simpler accounting, budgeting 
and auditing methods. 

Most of the activities out at the Washington National Airport 
are predominately of a business nature. There are many trans- 
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actions with the public every day. The revenue which we receive 
is from the users of the airport, from the various concessions that 
are around the airport and from miscellaneous fees which are charged. 
The expenditures under the present system of operating costs must 
be covered by appropriations. I would like to point out some of the 
difficulties which we have with the present system. 

One of the major classes of expenditures of the airport is the expend- 
iture for oil for heating and for electricity for lighting. These two 
items are resold to the users for a charge and the receipts from this 
charge are paid into miscellaneous receipts. 

We cannot predict in advance whether we are going to have a cold 
winter or a warm winter. If we have winters such as we have had 
in the last 3 or 4 years the airport is able to operate satisfactorily. 
However, if we had an exceedingly cold winter the oil consumption 
would naturally go up. We cannot use the receipts from the sale 
of steam, which naturally go up in cold weather, and we do not have 
any way of meeting any possible deficit which would occur as a result 
of increased oil consumption. 

The consumption of electricity will change, for instance, when 
Capital Airlines puts on another 8-hour shift of maintenance workers. 
Their electricity consumption would go up. We would charge for 
that, but on the other hand we would not be able to budget for it in 
advance. 

Then we have certain other matters which create losses eventually 
to the Government. I shall mention one small one as an example. 
When the airport was built they had Otis elevators all through the 
airport. With the extension of the terminal building it became 
necessary to put in an additional elevator. We wanted to contract 
for an Otis elevator so we could have one form of maintenance at the 
airport. However, we were required to let it out to bids, and we 
have one other type of elevator at the airport which has to be main- 
tained at additional expense. 

We had some urgent needs for paving repairs at one time. There 
was a man doing work there authorized by this committee on the new 
construction of paving. We wished to use his services at a saving to 
the Government to do some repair work under the maintenance 
apereenien: We were unable to do so. We had to let it out for 
bids, and we got someone who would do the work later at a higher 


cost. There are a lot of difficulties there which would be solved by 
the greater flexibility in fiscal and contracting procurement operations 
which we would have under a corporation. 


TRANSFER OF FAIRBANKS AND ANCHORAGE AIRPORTS 


Mr. Bow. Would you just discuss briefly the Fairbanks and Anchor- 
age transfer? 

Mr. Ler. Mr. Bow, as you know, these airports at Fairbanks and 
Anchorage were built with funds appropriated by this committee, and 
they have been in operation for some period of time. The present 
status of the operation at Anchorage of the airfield is 100 percent. 
The terminal building contract was 98 percent complete, at the most 
recent report I had, and it may be completed at the present time. 

At Fairbanks, the airfield is 100 percent complete and we expect 
that the terminal building will be finally completed shortly. 


181 


The buildings will be in use during the remaining part of calendar 
1954 and, of course, in calendar 1955. We estimate receipts from 
the activities at both of these airports as follows: $486,950 for Anchor- 
age in 1954 and $594,720 for Anchorage in 1955; for Fairbanks, 
$163,050 in 1954 and $216,280 in 1955. These represent totals of 
$650,000 revenue in 1954 and $811,000 in 1955. 

Mr. Bow. What will the cost of operation be? 

Mr. Ler. The funds appropriated by the committee in fiscal 1954, 
as adjusted, were $496,000, and our estimate for the fiscal year 1955 
is $650,000. 


REASONS FOR PROPOSED TRANSFER 


Mr. Bow. What value is there to the Federal Government to 
transfer these to the Territorial government or to the municipal 
government? I take it from your figures they are going to be on a 
profit basis? 

Mr. Leg. Yes, sir. 

Mr. Bow. What is the justification for the suggestion of the 
transfer? 

Mr. Ler. Largely, the justification of putting such activities 
as this on a self-supporting basis and setting them up as a business 
enterprise in the most favorable way to the Government. 

Our feeling is that logically an airport operation is a local munic- 
ipal responsibility, that the Federal Government should not concern 
itself with local airport operation except in special cases, such as 
oo erervengton National Airport, which is peculiar to the Nation’s 

apital. 

Mr. Bow. Was there any contribution either by the Territory or 
by the municipalities to the construction of these airports? 

Mr. Les. There was not. 

Mr. Bow. This is totally a Federal project? 

Mr. Ler. Yes, sir. 

Mr. Bow. Then, as I take it, the suggestion is that we turn this 
total Federal project over to either the municipalities or the Ter- 
ritory and they will in turn then begin to make profits without a 
reimbursement to the Federal Government for the cost of construction? 

Mr. Lez. That is correct, sir. I might say that the figures which 
I have given you represent a strictly financial income and expense 
statement ar do not include figures for amortization of existing 
investment on the file itself or the capital costs or interest on the 
invested funds. 


RECOVERY OF FEDERAL INVESTMENT 


Mr. Bow. I will ask a whether or not consideration was ever 


given, if they are turned over to the municipalities or the territory, 
to a reimbursement to the Federal Treasury over a period of time for 
the investment that has been made? 

Mr. Ler. We have considered it, Mr. Bow. On the other hand, 
in our negotiations with the Territory it is our feeling they are not 
financially capable of investing any substantial amount of funds in 
the airports. There are certain improvements which have to be made 
still, such as a community water system for both airports, and a 
sewage disposal system for both airports, additional paving, and some 
other improvements which the municipality would probably be re- 
— to put in. They do not feel capable of sustaining any additional 
unds, 
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T also might state, Mr. Bow, that in determining the amortization 
on the hangars and the terminal buildings there, we had fixed a 20-year 
rate of amortization on the buildings. “We feel that is proper on the 
hangar at Anchorage, but we feel that in line with existing practice, we 
should extend the period of amortization on the terminal buildings 
to 50 years. That would bring it more in line with our existing 


domestic United States practice. 
a change in the amortization period. 


Mr. Bow. 


Mr. Coon. I have no questions. 


Mr. Rooney. After listening to that I do not have a question. 


am aghast. 


I believe that is all I have, Mr. Chairman. 


SALARIES AND EXPENSES 


Amounts available for obligation 


Appropriation or estimate 
Transferred pursuant to Public Law 286— 
“Salaries and expenses, Bureau of the Census” . 
“Field office service, Bureau of Pessten and Domestie 
Commerce” 


Adjusted appropriation or estimate 
Reimbursements from non-Federal sources 
Reim}ursements from other accounts. 


Total available for obligation 
Balance reappropriated and transferred to “Payment “of ter- 
minal leave, Commerce” 
Unobligated balance, estimated savings...........-.---------- 


Obligations incurred 


1953 actual 


$105, 594, 000 


1954 estimate 


$105, 000, 000 
—100, 000 


—f5, 000 


We are planning on proposing such 


I 


1955 estimate 


139, 313 
2, 609, 190 


105, 594, 000 


104, 835, 
121, 196 
2, 764, 774 


108, 342, 503 


—75, 000 
—295, 352 


107, 720, 970 


—2, 419, 000 


107, 972, 151 | 


105, 301, 970 


98, 723, 000 


Notr.— Reimbursements from non-Federal sources above are from the proceeds of sale of personal 


Property (40 U 
of aircraft of foreign governments (49 U. 8. 


Obligations by activities 


. 8. C. 481 (c)), operation of traffic control towers (49 U. S. C. 452 (a) and (c)), and servicing 
C, 1154) and Public Law 647 activities (49 U. S, C. 1151) 


Description 


1953 actual 


1954 estimate, 


1955 estimate 


Direct Obligations 


Operation of Federal airways 
. Aviation safety. 

Airport development 
General counsel 


Operation of aircraft 

Executive direction. 

Staff and administrative services... 
. Interfunctional 


$81, 868, 625 


$81, 396, 276 


102, 537, 196 96 | 


96, 


$77, 768, 612 
000 


473, 912 


Obligations Payable Out of Poleberqementy From Other Ac- 
counts 


. Operation of Federal airways 
. Aviation safety 
. General counsel 


Operation of aireraft 

Staff and administrative services 
Interfunctional 

. Aviation defense requirements. _. 


1, 842, 120 


Total obligations sevehie out of reimbursements from 
other accounts 


2,764, 774 


107, 972, 151 


105, 301, 970 


| — 
| 

| 

| 

| 
645, 415 322, 288 250, 000 
A tion infor t 371, 695 273, 737 175, 000 
Seeensnaaanenensenepeneen 2, 427, 308 2, 284, 094 1, 900,000 
829, O85 | 481, 605 381, 000 
5, 446, 008 4, 834, 552 4, 144, 300 
Stidenwobnodebsscesdboveast 1, 690, 287 1, 570, 843 1, 234, 000 
Viation defense requirements. 149, 888 
Total direct 105,362, 961 
bbévbaibadideeddddde--dd4 401, 593 331, 360 143, 000 
556, 828 519, 484 347,700 
15, 604 16, 000 15, 000 
| 220,08 
Obligations incurred. — — 98, 723, 000 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


CIVIL AERONAUTICS ADMINISTRATION 
Summary of Personal Services 
Total number of permanent postions 15, ow 
207 


Full-time equivalent of all other a. 
Average number of all employees 7 _ 156 


Average salaries and grades: 

General schedule grades: 
Average salary. 
Average grade. 

Crafts, protective, and custodial al grades: 
Average salary 
Average grade 

Ungraded positions: Average sal: ary 


Personal service obligations: | 
Permanent positions See pag 565 | $73, 635, 637 $69, 150, 707 
Other positions... 954, 537 824, 921 632, 475 
Regular pay in excess ‘of 52-week base___ sin feartetdib 2x9, 812 279, 186 266, 223 
Payment above basic rates_____. ere 5, 574, 780 5, 150, 005 
Other payments for personal | services..........___- a Es 3, 720 3, 720 


Total personal service obligations $2, 602, "$0, 318, 244 75, 212, 130 


Direct Obligations | 

Personal services 5a , 820, 787 78, 383,421 | 73, 572 
Travel 3, 466, 112 3, 281, 926 
Transporation , 221, 08 1, 314, 643 1, 140, 608 
7, 540, 582 7, 818, 883 7, 873, 722 
Rents and utility services , 928, 33% 3, 120, 326 2, 992, 175 
Printing and reproduction 292, 268, 823 
Other contractual services 78 5 

Services performed by other agencies 25, 68 57, 349 
Supplies and materials____ seaintss , 269, 375 5, 854, 826 
Equipment. __ 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities_- 
Taxes and assessments ibud 31, 66: 140, 962 | 138, 167 


Subtotal. See __| 5. 634,846 | 102, 843, 158 | 96, 767, 
Deduct charges for quarters and 9, 465 313, 962 | 301, 420 


Total direct obligations 102, 529, 196 | 96, 465, 912 


Obligations Payable Out of Reimbursements From Other Accounts 
Personal services , K 1, 934, 823 , 639, 922 
Travel 38, 68 54, 67! 2, 818 
Transportation of things 39, 16 37, 4 35, 143 
Communication services 57, 46 41: 843 
Rents and utility services i6 
Printing and reproduction - 
Other contractual services 
Supplies and materials 
Equipment 

Taxes and assessments 


2, 609, 807 
617 


Total obligations payable out of reimbursements from 
other accounts 2, 609, 190 2, 764, 774 _ % 249, 088 


~ 107, 964, 571 | 105, 298,970 | 98, 715, 000 


ALLOCATION TO NATIONAL BUREAU OF STANDARDS 


07 Other contractual services 


13, 705 

166 

| 13, 126 

$5, 265 | $5, 342 $5, 402 

GS-8.1 | GS-8.2 GS-8.2 

118 | $4, 159 $4, 104 

CPC-7.7 | CPC-7.6 CPC-7.6 

$5, 756 $5, 795 $5, 823 
ol 
02 
03 
04 
05 
06 
07 
il 
18 
15 

Deduct charges for quarters and subsistence | 
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Obligations by activities—Continued 


Object classification 1952 actual 


SUMMARY 
Summary of Personal Services 
Total number of permanent positions 


Full-time equivalent of all other positions _. 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary $5, 265 
Average grade GS-8. 1 

Crafts, protective, and custodial grades: 
Average $4, 118 
CPC-7.7 
$5, 756 


Personal service obligations: 
Permanent positions $75, 767, 565 
Other positions O54, 5 
Regular pay in excess of 52-week base 
oo above basic rates 

ther payments for personal services 


‘Total personal service obligations 
Direct Obligations 


‘Transportation of things - 
Communication services. __ 
Rents and utility services. 
Printing and reproduction 
Other contractual services 

Services performed “d other agencies 
Supplies and mater: 
Equipment___. 
Grants, subsidies, and contributions. 
Refunds, awards, and indemnities ai 22 
Taxes and assessments 140, 952 


Subtotal 102, 851, 158 
962 


62 
03 
05 
06 
07 
08 
og 
13 
15 


102, 537, 196 


of things 
Communication services. 
Rents and utility services 

Printing and reproduction 

Other contractual services 

Supplies and materials 

Equipment 

Taxes and assessments 


Total ohRentinns payable out of reimbursements from 
other accoun 2, 609, 100 


107, 972, 151 


1953 estimate | 1954 estimate 
ge 15, 372 15, 007 13, 705 
700 156 126 
14, 799 14, 156 13, 126 
$5, 342 $5, 402 
GS-8. 2 GS-8. 2 
$4, 159 $4, 194 
CPC-7.6 CPC-7.6 
$5, 795 $5, 823 
| $73, 635, 637 $69, 159, 707 
824, 921 632, 475 
279, 186 266, 223 
5, 574, 780 5, 150, 005 
P 3, 720 3, 720 
008, 971 | 00,318, 964 | 75,212, 120 
Personal services. 80, 820, 787 78, 383, 421 
| as 874, 464 
1, 140, 608 
7, 873, 722 
2, 992, 175 
254, 575 
1,410, 915 
14, 974 
5, 703, 590 
798, 934 
1, 000 
"138, 167 
96, 775, 332 
Total direct obligations..........................-...--.| 105, 362, 961 pt 96, 473, 912 

Obligations Payable Out of Reimbursements From Other Accounts 
M@ Personal services ee pibign-cxsedueeeeneerenesuagte 1, 781, 484 1, 934, 823 1, 639, 922 
02 38, 687 54, 678 32, 818 
03 39, 169 37, 447 35,143 
04 sitaeimesentcevends 167, 464 260, 413 258, 843 
05 piiavawenasseswniet 5, 166 10, 429 5, 409 
07 dedi 244, 347 136, 004 82, 455 
317, 377 317, 423 192, 323 
09 swuuheqgecesneeseueseaes 15, 228 11, 758 923 
15 885 1, 532 1, 252 
2, 609, 807 2, 764, 774 2, 249, 088 
Deduct charges for quarters and subsistence... 
Obligations | 105, 301,970 | 98, 723, 000 
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Analysis of expenditures 


| 1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of year 
Adjustment in obligations of 


Obligations incurred during the year 


Deduct: 


nts 
balance carried to certified claims account 
Unliquidated obligations, end of year 
Total expenditures 


Expenditures are distributed as follows: 


Out of current authorizations. 


Out of prior authorizations 


| $11, = = 


107, ist 


$11, 892, 440 


105, 301,970 | 


$10, 820, 440 
98, 723, 000 


“119, 020, 764 | 


117, 194, 410 


103, 16, 051 


94, 070, 741 
9, 845, 310 


10, 822, 000 


109, 543,440 
2, 273, 000 


Mr. CLEveNGER. We now arrive at the section on Salaries and 
Expenses, page 22 of the committee print. 


SUMMARY JUSTIFICATION DATA 


We will insert pages 377, 378 and 379 of the justifications in the 


record 


(The justifications referred to are as follows:) 


Summary of requirements 


Appropriation, 


1954__ 
Transfer to “Salaries and expenses, “Bureau of Census,” Public 


w 286 
Transfer to “Field Office Service, Bureau Fore ign ‘and Domestic 
Commerce,” Public Law 286 


Deduct: 
Reserve for savings 
Space and utilities charges assumed by GSA_______- 
Other nonrecurring costs for space 


1954 inspections and modifications of aircraft not rages in 


1954 costs of regional consolidation..___- 


Organization and management survey of CAA ‘operations... 


Elimination of airway’s services. __. 


Cost of Interdepartmental Radio Adv isory Committee 
nonrecurring costs of maintenance and opera- 


Base for 1955 
Net difference, 1955 over 1954: 


$105, 000, 000 
00, 000 


$104, 835, 000 


Requirements 


Difference, 


By activity 


1955 


1954 
adjusted estimate 


increase (+-) 


Operation of Federal airways 

Aviation safety 

Airport 


280 | $77, 745, 000 


— 105, 257 


$100, 125, 528 


96, 450,000 | —3, 675,528 —$3, 675, 528 


— 
| 
Reimbursements... = ang 2, 748, 503 2, 885, 970 
wd 11, 892,440 | — 10, 820, 440 10, 812, 440 
| 103, 488, 000 96, 458, 000 
—65, 000 
—2,419,000 
ee — 67, 960 
—25, 740 
—91, 377 
—176, 184 
- —104, 500 
—1, 531, 707 
—40, 715 
— 140, 928 
Elimination of nonoperating activities. —111, 363 
————— —4, 700, 472 
| 
oe 
$79, 550, —$1, 805, 280 
10, 968, 721 | 10, 300, 000 — 668, 721 
| 322, 288 250, 000 —72, 288 
354, 746 321, 000 —33, 746 
214, 337 175, 000 —39, 337 
Operation of aircraft .....................--...--.-| 2,183,967 | 1,900, 000 — 283, 967 
481, 605 381, 000 —100, 605 
Staff and administrative services..................| 4,710,327 | 4, 144, 000 
1, 234, 000 
Orem 25, | 
Total estimate of appropriation, 1955...............-..-..---.------+---------------- 96, 450, 000 
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OPERATION OF FEDERAL AIRWAYS 


Mr. CLevencer. Would you speak to the first activity of this ap- 
propriation item, Mr. Lee. We will insert page 380 of the justifica- 
tions at this point. 

(The matter referred to follows:) 
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Mr. Ler. This request for the operation of the Federal airways 
includes the en-route facilities which we provide, such as radio ranges, 
distance measuring equipment and rotating light beacons. Also, it 
includes aids to lew approach and landing, such as instrument 
landing systems, precision approach radars, and high intensity 
approach lights. 

t also includes the facilities and services for air route and airport 
traffic control, including traffic control towers, air route traffic con- 
trol centers and airport surveillance radar. Finally, it includes the 
requirement for communication stations for air-ground communica- 
tions and the dissemination of flight and ed information as 
relayed through leased teletypewriter circuits. 

e 1954 appropriation provided for $83,280,000 for these pur- 
poses. Savings and nonrecurring items deleted from the program 
amount to $3,729,000, which gives us an adjusted base of $79,550,280. 

There are additional economies planned in 1955 that will total an 
additional reduction of $4,239,807. This additiona] reduction is 

artially offset by increased requirements for $2,434,000, which I 
Late previously referred to for workload positions and for the main- 
tenance and operation of new facilities. 

In short, the program total of $77,745,000 in our 1955 appropriation 
request is $5,535,000 less than the amount appropriated in 1954. 


CHANGES AND SAVINGS ANALYZED 


The major changes which will effect savings are shown on page 381 
of our justifications. 1 would like to call the committee’s attention to 
certain of these changes. In nonrecurring items we have a total of 
$1,447,000 involved in the transfer of the Guam Overseas-Foreign 
Aeronautical Communications Station to the Navy and the transfer 
of the Balboa Overseas-Foreign Aeronautical Communications Station 
to the Panama Canal Company. 

We have commenced negotiations for the transfer of these facilities 
but the negotiations have not been completed. 

There are other miscellaneous savings of nonrecurring items which 
amount to $278,000. 

Then in changes for 1955 we have the combination and realinement 
of facilities, as shown at the bottom of page 381 of the justifications, 
which include the combination of towers and INSACS, at 23 locations, 
combining the Washington Air Route Traffic Control Center and 
Communications Station into one facility, combining the Miami and 
New Orleans Overseas-Foreign Aeronautical Communications Stations, 
and those at San Francisco and Seattle. Also, a realinement of the 
Jacksonville and Miami Air Route Traffic Control Centers. 

Finally, on page 382 of the justifications, we show the discontinuance 
of certain facilities, including 41 communications stations, 78 low- 
medium frequency radio ranges, 3 airport traffic control towers, 
standby engine generators at 575 locations, and certain other reduc- 
tions, among which are included a cutback of approximately $1 
million in maintenance expenses and the training of maintenance 
personnel. 
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INCREASES REQUESTED 


Offsetting these decreases the committee will see on page 386 of the 
justifications increases of 64 positions, which I have already referred 
to, at an amount of $271,548, for air route traflic control centers, and 
a total amount of increase of $971,795 for additional facilities. 

In addition, we have $1,191,184 for annualization, which means 
the full-year operation of facilities that were operated part of the year 
in fiscal year 1954. 

Between fiscal year 1952 and 1955 the work of the air route traffic 
control centers will have increased approximately 25 percent. The 
increase was 13 percent in calendar 1953 alone, while at the same time 
the total number of positions in Federal airways, including the re- 
quirements for commissioning new facilities, decreased to a level of 
10,644 or a net decrease of 5 percent, 

As I have already mentioned, we expect an increase in traffic control 
work in 1955 of 5 percent over fiscal 1954 and communications of 3 
percent over fiscal 1954. 

I would be glad to answer any questions that the committee has on 
this appropriation. 


NUMBER OF FACILITIES AND DISTRIBUTION OF PERSONNEL 


Mr. CLevencer. We will insert in the record the tables settin 
forth the number of facilities and the distribution of the Federa 
airways personnel similar to the one on page 100 and page 101 of last 
year’s hearings. 

(The material referred to is as follows:) 
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Number of facilities and distribution of personnel 


Number of facilities Number of positions 
Type of facility Fiscal | Fiscal | Fiscal | Fiscal 
year year ange} year year | Change 
1954 1955 1954 1955 
communications stations: 
329 —51 | 3,456 | 3,022 —434 
Air route traffic control centers............._...-.._... 31 Er 1,688 | 1,763 +75 
Airport traffic control towers.................-.-.-._- 107 92 —15 | 1,522] 1,300 —222 
Combined 63 79 +16 486 715 +289 
ight lanes: 
38 38 40 36 —4 
Cirenit-control equipment. 2 2 9 
Distance-measuring equipment. 230 230 97 91 
generator: 
683 683 106 60 —46 
121 121 46 42 —4 
Off-airways weather 12 12 1 
and air-ground .- 36 35 69 64 
adar: 
Airport surveillance only. ..............--.-----.- 24 18 —6 210 143 —67 
Precision approach and surveillance. ll 22 +11 191 364 +173 
Radio ranges: 
Tower (Adcock) radiator. 240 212 194 162 —32 
Loo 127 —49 53 29 
VH ‘omnirange. 416 429 +13 248 237 
10 5 4 -1 
104 106 +2 23 22 -1 
10 +10 2 +2 
elet 
‘Automatic message diversion station 7 35 33 
Telety —— station (CAA, Weather Bureau, 
Ultra-high frequency air/ground communications. ___. 61 87 +36 
Very-high/ultra-high frequency direction finder. ______ 7 23 +16 
Very-high frequency link communications circuit_____- 84 74 —10 
Field construction, installation, and survey parties_____ 113 Be Rikeis 
Flight inspectors and crews. 72 
Maintenance training relief technicians. 41 21 
isory, administrative, engineering and planning 
positions 
Total (excluding reimbursements) - - | | 11,414 | 10,644 —770 


41956—54——-13 
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COST OF MAINTENANCE AND OPERATION OF FACILITIES 


Mr. Cievencer. Will you furnish us more of a breakdown of the 
kind of facilities to be operated as to the number and cost of these? 
(The material referred to is as follows:) 


Average annual cost of maintenance and operation of air navigational facilities in 
the continental United States ! 


Facility Cost 
Aeronautical communications station, interstate (with teletypewriter)_. $43,709 
Combined tower/station facility 77, 223 
Precision approach and airport surveillance radar____....-.._-.--.--. 110, 511 
VHF (VOR) omnidirectional radio range. 6, 538 
VHF/UHF direction finder 2, 371 
High intensity approach light (signal) 7, 600 


1 Includes Personal services and other objects. The average annual costs of maintenance and operation 
fluctuate from year to year due to one or more of the following factors: 
. Adjustment in staffing based on workload formula. 
. Number of work days for which compensation is payable. 
. Adjustment due to within-grade promotions. 
. Adjustment due to combining of towers and stations. 
. Adjustment due to part-time operation of certain towers. 

6. Adjustment in personal services lapse rate. 

2 Does not include radar. 


CHANGES PROPOSED IN FACILITIES 


Mr. Cievencer. What about the new facility requirements? 
(The following material was supplied :) 


Operation of Federal airways—F acilities. changes 


1, Aeronautical communications stations (INSACS): 

a. Conversion to combined station/tower: Dayton, Ohio; Lex- 
ington, Ky.; Youngstown, Ky.; Louisville, Ky.; Birming- 
ham, Ala.; Nashville, Tenn.; Grand Rapids, Mich.; 
Rochesfer, Minn.; Sioux City, Iowa; Muskegon, Mich.; 
South Bend, Ind.; Billings, Mont.; Burbank, Calif.; Port- 


b. Conversion to combined station/center: Washington, D. C_- —1 
ce. Decommission: Petersburg, Alaska; 33 undetermined loca- 


2: Overseas-foreign aeronautical communications stations (OFACS): 
“~~ay Combined with other OFACS: New Orleans, La. (with 


Miami); Seattle, Wash. (with San Francisco)-_--._------ —2 
b. Delete: Balboa, C. Z.; Guam Island__._._...-.----------- —2 
3, Air route traffic-control centers: 
a. Conversion to combined station/center, Washington, D. C_- -1 
b. Relocate: Cincinnati, Ohio, to Indianapolis, Ind___._...-..-------- 


lm i 
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Operation of Federal airways—F acilities changes—Continued 


4. Airport traffic-control towers: 

a. Conversion to combined station/tower: Lexington, Ky.; 
Youngstown, Ohio; Louisville, Ky.; Dayton, Ohio; Bir- 
mingham, Ala.; Nashville, Tenn.: Grand Rapids, Mich.; 
Rochester, Minn.; Muskegon, Mich.; Sioux City, Iowa; 
South Bend, Ind.; Billings, Mont.; Burbank, Calif.; Port- 


land, Oreg.; San Diego, Calif.; Hilo, T. H_-...-..-..--- —16 
b. Commission: Kahului, T. H. (assume operating costs) _~-- - +1 


5. Combined station/tower: 

a. Conversion from separate station and tower: Lexington, Ky.; 
Youngstown, Ohio; Louisville, Ky.; Dayton, Ohio; Bir- 
mingham, Ala.; Nashville, Tenn.; Grand Rapids, Mich.; 
Rochester, Minn.; Muskegon, Mich.; Sioux City, Iowa; 

South Bend, Ind.; Billings, Mont.; Burbank, Calif.; Port- 
land, Oreg.; San Diego, Calif.; Hilo, T. H.; Net change__ +16 
6. Combined station/center: 


7. Instrument landing systems (ILS): 
a. Commission: Harrisburg, Pa.; Lexington, Ky.; Allentown, 
Pa.; Newport News, Va.; Columbus, Ga.; Corpus Christi, 
Tex.; Little Rock, Ark.; Muskegon, Mich.; Bellingham, 
Wash.; Pueblo, Colo.; net +10 


8. Airport surveillance radar (ASR): 
a. Commission: Louisville, Ky.; Fort Worth, Tex.; Miami, 
Fla.; ! Syracuse, N. Y.; Nashville, Tenn_____._..____._- +5 
b. Conversion to ASR/PAR: Pittsburgh, Pa.; Houston, Tex.; 
Dallas, Tex.; Detroit, Mich.; Kansas City, Mo.; Indian- 
apolis, Ind.; St. Louis, Mo.; Oakland, Calif.; San Fran- 
cisco, Calif.; Portland, Oreg.; Seattle, —ll 


9. Airport surveillance and precision sepeeeeh radar (ASR/PAR): 
a. Conversion from ASR only (PAR added to ASR locations): 
Pittsburgh, Pa.; Houston, Tex.; Dallas Tex.; Detroit, 
Mich.; Kansas City, Mo.; Indianapolis, Ind.; St. Louis, 
Mo.; Oakland, Calif.; San Francisco, Calif.; Portland, 
Maine; Seattle, Wash.; net +11 
10. Compass locators (LMM, LOM) (components of ILS): 
a. Commission: Harrisburg, Pa (2); Lexington, Ky. (2); Allen- 
town, Pa. (2); Newport News, Va. (2); Columbus, Ga. (2); 
Corpus Christi, Tex. (2); Little Rock, Ark. (2); Muskegon, 
Mich. (2); Bellingham, Wash. (2); Pueblo, Colo. (2); net 


Rapids, Iowa; Whittier (or Portage) Alaska__________-_- +7 
b. Decommission: Middleton Island, Alaska__...........---- —1 
Net +6 


12. Radic homing beacons, high power (HHW): 
a. Commission: Atlantic City, N. J.; Santa Barbara, Calif. 
b. Delete: Guam. 
Net change... +1 


Indefinite 


| | 

a. Conversion from separate station and center, Washington, 
| 
6 
1 
4 
1 

. 11. Radio homing beacons (H, MH): ao 

a. Commission: Myrtle Beach, 8. C.; New Bern, N. C.; Pine 

. Bluff, Ark.; El Dorado, Ark.; Junction, Tex.; Cedar 
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Operation of Federal atrways—F acilities changes—Continued 


13. L/MF radio ranges, Adcock (SRA, SMRA): 
a. Decommission: 31 undetermined —31 
b. Commission: Middleton Island, Alaska (change from H); 
Kenai, Alaska (change from MRL); Nenana, Alaska 


14, L/MF radio ranges, loop (MRL, SMRL): 
a ommission: Kenai, Alaska (change to SRA); Nenana, 
Alaska (change to SRA); 47 undetermined locations; net 
15. VHF omni-directional ranges (VOR): 
a. Commission: Butler, Pa.; Williamsport, Pa.; Marienville, : 
Pa.; Perry, Ohio; Harrellsville, N. C.; N. E. Omaha, Nebr.; 2 
Benton Harbor, Mich.; Dixon, Ill.; Lake City, Mo.; | 
Peotone, Ill.; Roberts, Il.; Fillmore, Calif.; Los Banos, { 


16. UHF communications: 
a. Commission: 502% units at stations, towers, and centers 
(unit consists of 1 transmitter and 1 receiver); net change. +5024 
17. VHF/UHF direction finder (VHF/UHF-DF): 
a. Commission (tower unless otherwise specified) : 
UHF: Bedford, Mass.; Burlington, Vt.; Niagara Falls, 
N. Y.; Greater Pittsburgh, Pa.; New Castle, Del.; 
Youngstown, Ohio; Charleston, 8. C.; Knoxville, Tenn.; 
West Palm Beach, Fla.; Raleigh, N. C.; Little Rock, 
Ark.; Minneapolis, Minn.; (O’Hare), IIl.; 
Duluth, Minn.; Madison, Wis.; Sioux City, Iowa; 
Lincoln, Nebr.; Wichita, Kans.; Atpaaversme, N. Mex.; 
Medford, Oreg.; Portland, Oreg.; UHF_._.----_------ +21 
VHF: New York, N. Y. (center); Cleveland, Ohio; Boston, 
Mass.; New York (international), N. Y.; Newark, N. J.; 
Norfolk, Va.; Philadelphia, Pa.; Cincinnati, Ohio; Columbus, 
Ohio; Louisville, Ky.; Baltimore, Md.; Buffalo, N. Y.; 
Honolulu, T. H.; Atlanta, Ga.; Houston, Tex.; Birmingham, 
Ala.; Dallas, Tex.; Memphis, Tenn.; New Orleans, La.; 
Jacksonville, Fla.; Nashville, Tenn.; Syracuse, N. Y.; Miami, 
Fla.; Fort Worth, Tex.; Charleston, W. Va.; Canton Island; 
Detroit (Willow Run), Mich.; Kansas City, Mo.; St. Louis, 
Mo.; Indianapolis, Ind.; Los Angeles, Calif.; Seattle-Tacoma, 
Wash.; Oakland, Calif.; San Fiennined, Calif.; Salt Lake 
City, Utah; Burbank, Calif.; Denver, Colo.; Anchorage, 


18. Peripheral receivers/transmitters: 
a. Commission: Barnegat, N. J.; Coatsville, Pa.; Clearfield, 
Pa.; Davis, W. Va.; Keene, N. H.; Martinsburg, W. Va.; 
Montebello, Va.; Richmond, Va.; Rocky Mount, N. C.; 


Wilkes-Barre, Pa.; net change___---_..---------------- +10 
19. Living 

a. Commission: Wake (44 units)_............_.---.-------- +44 
b. Delete: Rousseau, Canal Zone (72 units) .-....-.---.----- —72 

20. Point-to-point transmitters (PV): 
a. Decommission: Petersburg, Alaska; net change - - ------- 


21. Remote transmitters: 

a. Commission: Boston, Mass.; Petersburg, Alaska; net change.. +2 
22. Control terminals: 

a. Commission: Petersburg, Alaska (2). 
b. Delete: Guam; net change 


23. Remote receivers: 
a. Commission: Petersburg, Alaska; net change _----_---------- +1 
24. Teletypewriter terminals: 
a. Delete: Guam (3); Petersburg, Alaska (1); net change - ------ —4 


25. Teletypewriter only (Airline) : 
a. Delete: Guam (3); net —3 


4 
if 
i 


Lio 


no 


1 
1 
4 
3 
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CONSOLIDATION AND DISCONTINUANCE OF TOWERS AND STATIONS 


Mr. Roonry. While we are putting these things in the record, 
I wonder if we could have a statement of the 23 locations where 
airport traffic control towers and communications stations are to be 
combined and realined, and of the 41 locations where communications 
stations are to be discontinued, and of the airport traffic control tower 
locations where services are to be discontinued, as well as the standby 
“—_ enerator locations, where they are to be discontinued. 

r. Lux. We have an exhibit showing the 23 locations at which 
airport traffic control towers and communications stations are to be 
combined. 

Mr. Roonry. Will you please put that in the record? Just see that 
it is in the record at this point. 
(The material referred to follows:) 


Locations at Wuicu Trarric Conrrot TOWERS AND COMMUNICATIONS STATIONS 
Are To Be 


Akron (Municipal), Ohio Phoenix, Ariz. 


Baltimore (International), Md. Rochester, N. Y. 
Boise, Idaho Sacramento, Calif. 
Bristol (Tri-City), Tenn. Savannah, Ga. 
Charleston, 8. C. Sioux Falls, 8. Dak. 
Daytona Beach, Fla. Springfield, Ill. 
Evansville, Ind. Springfield, Mo. 

Fort Wayne, Ind. Syracuse, N. Y. 
Fresno, Calif. Tampa, Fla. 
Knoxville, Tenn. West Palm Beach, Fla. 
Lubbock, Tex. Wheeling, W. Va. 


Medford, Oreg. 


Mr. Ler. We do not have an exhibit showing the locations at which 
communications stations are to be discontinued. That matter is 
being studied at the present time with a view to coordinating any 
plans that we have with the various classes of users, and we are not 
prepared to state the names of those 41 locations. 

Mr. Cievencer. Will you furnish the committee with a little 
more breakdown on discontinuance of communications stations as 
soon as the information is available? 

Mr. Ler. Mr. Chairman, on the 3 towers that are being scheduled 
for discontinuance by CAA, 1 is at Lynchburg, Va.; 1 is at Pocatello, 
Idaho; and a third 1 is at Lincoln, Nebr., which is being taken over 
by the Air Force to meet their increased requirements for Air Force 
activities. 

The names of the locations of the standby engine generators are 
now being considered by our regional organizations. This represents 
about half of our standby engine generators, and the plans are being 
made only to discontinue those wine we have a reliable local power 
source and where we feel it is a reasonably safe step to remove this 
additional service. 


SUPPLIES AND MATERIALS 


Mr. CievenGeER. Will you give us a little more information about 
the increase in supplies and materials as shown on page 389? 

Mr. Basniaur. Mtr. Chairman, this covers phd and materials. 
It is principally items of electronic tubes and parts. There is included 
the requirement for engine generators, the radar equipment, and all 
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our air-navigation aids. We also have need for trucks, gasoline and 
fuel, supplies and materials used for facility maintenance, including 
paint, lumber, janitorial supplies, and maintenance of buildings. 

Mr. Bow. Mr. Chairman, before we complete these hearings there 
are just a few more questions I should like to ask the witnesses, when 
the time comes. 

- Mr. Cievencer. We are on the subject of Operation of Federal 
Airways. 
Mr. Bow. Yes, Mr. Chairman. 


TRANSFER OF FACILITIES AT BALBOA AND GUAM 


Mr. Lee, I have noticed in the justification something about 
discontinuing at Balboa and Guam. Just what are your ‘alacia for 
the discontinuing of Balboa and Guam? 

Mr. Lux. We have commenced negotiations with the Navy and 
the Panama Canal Company regarding Guam and Balboa, respec- 
tively, with the objective of transferring the two overseas foreign 
aeronautical communications stations to them. These negotaitions 
are still in the exploratory stage at the present time, and as yet we 
have no assurance that either the Navy, in the case of Guam, or the 
agg Canal Company, in the case of Balboa, will assume responsi- 

lity. 
Mr. Bow. In other words, up to this point you have no assurance 
that that will be done? 

Mr. Ler. That is correct. 

Mr. Bow. What will you do if the transfer is not effected to the 
Navy and the Panama Canal Company? Then what would be your 
planning for those two bases? 

Mr. Ler. We would explore the possibility of increasing the 
charges to the public which are made for the services rendered by 
these facilities, in an attempt to make them self-sustaining financially. 
However, the increase in the charges would be in the neighborhood 
of 4 to 6 times what the present charges are, and we feel that charges 
at such a level would prove to be almost prohibitive. 

We feel that these facilities could be operated more economically 
by the Navy and the Panama Canal Company, because in these 
areas those two organizations have large schtbblichenanén in operation 
‘and housing for their employees. We feel that the costs to the tax- 
payer would be smaller. 

f the facilities could not be financed out of the receipts then we 
would be forced to the alternative of discontinuing the communica- 
tions stations, and that we feel would be quite critical, particularl 
‘at the Balboa station where services are provided to all aircraft 
flying in Central America and through Panama to South America. 
We feel that the services involved are essential to the continuation of 
flying in that area. 

DISCONTINUANCE OF INSAC’S 


Mr. Bow. What are your plans and what would be the effect of 
discontinuing the INSAC facilities? First you might tell us what 
those facilities are and then what the effect of discontinuance of those 
would be. 

Mr. Ler. Our estimate includes a reduction of just over $1 million 
resulting from the discontinuance of the interstate aeronautical com- 
munications stations (INSAC’s) at 41 locations. 
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This is a program which is aimed at providing service for air- 
ground communications separate and apart from navigational aids 
which are presently provided. 

Historically the CAA has provided one or more channels for air- 
ground communications associated with every navigational aid. By 
discontinuing INSAC’s we are getting away from that program and 
we are basing our future plans on the fact that we expect every aircraft 
to carry two receivers; one of which can be tuned in on the navigational 
aid and the other one on the communications facility. 

We will provide alternate communications services which we feel 
will be equivalent to those presently provided. 

on Bow. To what extent will that affect safety in operations, if 
any 

Mr. Lee. We feel that we are performing our function for safety 
when we provide the facilities for communications in instrument flight. 

Now, there will be some decrease in the availability of offices for 
briefing of pilots on weather and on flight conditions, and there may 
be some reduction in the medium- and high-frequency communica- 
tions services, but very little. We feel that this in itself will not have 
any adverse effect on safety. 

{r. Bow. What has been your criteria for determining the L/MF 
ranges that could be discontinued? You might explain to us what 
the L/MF range is, so that the record is clear on that. 

Mr. Ler. The L/MF range refers to a 4 course radio range operating 
in the 200 to 400 kilocycle band, which provides navigational guidance 
to aircraft equipped with receivers for this band of frequencies. 

The criteria which we are using are briefly the following: We require 
that the route served by the L/MF range also be served by a VOR 
facility, such as we referred to earlier in the testimony. 

Secondly, we require that VHF instrument approach procedures 
are approved and in effect as necessary for the route flown. 

Finally, that the traffic handling capacity of the VHF navigational 
aids is equal to or better than that of the low medium frequency aids 
to be discontinued. 

I might say that the program which led to the development of these 
criteria was discussed at length in the Air Navigation and Traffic Con- 
trol Panel of the Air Coordinating Committee. This panel has 
membership from the military services and the civil agencies of the 
Government interested in air navigation. Participating as observers 
are representatives of the principal user groups in civil aviation. 

This panel set out a long-range plan which would look eventually to 
approximately 88 low-frequency ranges operating across the country 
at higher power than we have at present, which would provide essential 
navigation information and communications service over the main 
routes flown in this country. 

We have found in the process of coordinating recommendations for 
discontinuance of ranges in the field that it is very difficult to obtain 
consent, due to the fact that many users are not yet equipped with the 
root for the VOR signals, and many military aircraft are not so 

uipped. 

Be the figure which we cited of some 78 locations is one which will 
have to be very carefully reviewed to see whether it would be possible 
to realize. 

’ Mr. Bow. With that review you feel that there would be no real 
loss of service? 


|_| 

» 
i 
y 
{ 

t 

§ 

f 

f 
t 

n 


198 


Mr. Ler. Well, there will be, of course, a loss of service to those 
aircraft not having VOR receivers, but we will have service available 
for VHF equipped aircraft to conduct instrument flights throughout 
the country. 

DISCONTINUANCE OF ENGINE GENERATORS 


Mr. Bow. What is the basis you have used for determining how 
aon will be able to discontinue the engine generators at these various 
plants? 

Mr. Lez. We have undertaken a review of the situation with 
regard to the total of 1,224 plants now in existence, and to pick from 
that group the lowest priority 575, essentially at locations where the 
effect will be the least on air navigation and where the history of 
reliability of power is such that we feel we can have a great assurance 
of the continuation of local power. 

Mr. Bow. I believe Mr. Rooney has asked you for a list of the 
places where you expect to discontinue, and you said at that time 
that it was not at this time available; is that correct? 

Mr. Lun. Yes, sir; for all the items we have mentioned. 

Mr. Bow. I wonder if, when the list is completed, you will furnish 
it for the use of the committee? 

Mr. Lez. We would be glad to do that, sir. 


MAINTENANCE OF FACILITIES 


Mr. Bow. Now, in the maintenance of facilities, what will be the 
effect and how will you accomplish the proposed reductions in 
facilities? 

Mr. Ler. That is something we are considering at the present 
time. We do not have a definite plan as yet. 

In the current fiscal year we have taken a $1.4 million reduction 
in our maintenance cost, and this would constitute an additional 
$600,000 per annum reduction, plus some $400,000 in the training of 
maintenance technicians. We shall study the frequency of outages 
of the various facilities, and within available funds shall try to keep 
those outages to a minimum. 


LIVING QUARTERS ON WAKE ISLAND 


Mr. Bow. Mr. Lee, I notice here in the exhibit Civil Aeronautics 
Administration, Operation of Federal Airways, Salaries and Expenses, 
1955, Facilities Changes which were handed to us this morning,that 
on the next to the last page, under item 19, for living quarters, there 
are 44 units for Wake, which is an increase of 44 units. 

I would like to say that 3 members of this committee and the staff 
assistant, Mr. Howe, were on Wake last year in November—Mr. Coon, 
Mr. Preston, and myself—and for myself at least I would like for the 
record to compliment the management on Wake for the manner in 
which the fecilities are kept and the work that they are doing there. 
It seems to me Wake is rather an undesirable place to live. The 
morale of the employees seemed to be high. Equipment was well 
maintained. We went all over the island, checked the transmitters 
and receivers and power stations, and it was my opinion that they 
were doing a very good job. 

As to the living units that have been built on Wake, we examined 
those. Speaking for myself again, they are very adequate units, and 


199 


are well constructed, and in comparison with building of other govern- 
mental agencies the costs were comparatively low. In my opinion 
they were quite in line. 

Some of the other members of the committee who were there might 
want to comment on that. 

May I ask this: Are those 44 additional units to take care of the 
people who are now living in tents on Wake? 

Mr. Lez. Yes, Mr. Bow. 

Mr. Bow. We examined those. We saw a number of the employees 
living in tents on that rather desolate island. Again I say for myself, 
it is my opinion that they should not be required at a station of that 
kind to so live, and that the housing which is being built there is 
proper. I, for one, would be in favor of it. 

I want to make that statement for the record, because I was im- 
pressed with the operation. 

Mr. Preston. Would the gentleman yield? 

Mr. Bow. I yield to the gentleman. 

Mr. Preston. I want to associate myself with everything Mr. Bow 
has said about our inspection trip of Wake Island. I concur heartily 
in what you said, and I join in commending the representative out 
there, who is apparently doing a splendid and commendable job. 

Mr. Coon. Will the gentleman yield further? 

Mr. Bow. I yield to the gentleman. 

Mr. Coon. { wei to also agree with that. We were very well 
impressed with the condition of Wake Island. 

{r. Ler. I am very glad to hear that. 

Mr. Bow. That is all I have at this time, Mr. Chairman. 

Mr. Coon. No questions. 

Mr. Cievencer. Mr. Preston? 

Mr. Preston. Off the record. 

(Discussion off the record.) 


OVERSEAS POSITIONS 


Mr. Preston. Under this heading we are talking about now, 
“Operation of Federal airways,” do you have people on foreign posts, 
overseas? 

Mr. Basniaut. We might have 1 or 2. 

Mr. Ler. We have 1 or 2 in the international field; not any sizable 
number. 

Mr. Preston. Under what heading do most of the people you have 
overseas come? 

Mr. Ler. Aviation safety. 

. Preston. Aviation safety? 

. Lex. Yes, sir. 

. Preston. We will leave that till a little later on. 

. Bow. We have been over most of that. 

. CLEVENGER. Just generally, not in detail. 

. Preston. I have no further questions at this point. 


AVIATION SAFETY 


Mr. CievenceEr. The next activity we shall take up is “Aviation 
safety’”’; we shall insert page 390 of the justifications at this point. 
(The information is as follows:) 
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Mr. CLeveNGER. You may proceed on this item. 

Mr. Ler. Mr. Chairman, I should like to introduce the gentleman 
who has been Director of the Office of Aviation Safety since September 
1, 1953, Mr. Koch. Mr. Koch has been in aviation for the last 37 
years, and he has been a public servant for the last 27 years in the 
CAA and its predecessors. 

The amount which we request for Aviation Safety is $10.3 million. 
This represents a decrease of 176 positions or $668,721 below the 
1954 adjusted level. 


FUNCTIONS OF OFFICE OF AVIATION SAFETY 


In the Office of Aviation Safety we have the duties which are 
largely fixed by statute and by the Civil Air Regulations promulgated 
by the Civil Aeronautics Board. Under this function we supervise 
the safety aspects of design, manufacture, and maintenance of aircraft. 
We monitor the qualifications, both technical and physical, of airmen. 
We supervise the safety of flight operations. And we see to it that 
the technical facilities of air carriers, fixed-base operators, and others 
are adequate and competently used. 

The workload which we have in this office is largely fixed by the 
volume of flying and the complexity and number of aircraft with 
which we have to deal. 

As I have mentioned previously, in general aviation we have a 
steadily increasing trend of activity at the present time. I would say 
the two most important phases of this activity are executive and busi- 
ness flying, which has been increasing markedly in the last few years, 


and industrial and agricultural flying, which are playing an increas- 
ingly important part in our agriculture and our industry. 


NEW AIRCRAFT 


In the air carrier field, activity has been greatly increasing, as I 
mentioned earlier. An example is that the air carriers of this country 
have 408 new transports on order, of which 278 are to be delivered 
before July 1, 1954. 

The new aircraft are faster and more complex. I will mention 
only a couple: The DC-7 and the Lockheed 1049-C, which are both 
powered with the Wright turbo-compound engine, that is more 
powerful and gives higher performance to these aircraft. 

We expect the turbojets to be coming in use shortly. There are 
four presently either on the drawing boards or under development. 

The Boeing 707 should be flying within another 6 to 8 months. 
Also, there are the Douglas DC-—8, Lockheed 193, and the Fairchild 
Co. model, which are all in the process of design work. 

It would seem very likely that in the very near future we will be 

uested to certificate a jet aircraft. 

t the same time there is considerable work going forward under 
military sponsorship on the development of turboprop aircraft. 
There are actually 7 now under development in this country; 3 in 
the Douglas Co., 2 in the Lockheed Co., 1 in Boeing and 1 m Con- 
solidated-Vultee. 

Lastly, the military has participated in the development of large 
helicopters, which we expect will be usable for civil transport opera- 


= 


202 


tions within the next 2 to 4 years. Their use entails increased work 
for CAA in that field, also. 


REDUCTIONS FROM 1954 APPROPRIATION 


We have made reductions here in the 1955 estimate of $668,721, or 
176 positions. As I mentioned earlier, we are realizing a reduction of 
132 positions prior to the start of the fiscal year 1955, and the savings 
on the remaining 44 positions have not as yet been allocated. We are 
hopeful that we can realize these savings without any deterioration in 
safety, but as yet we do not have plans for realizing the reduction of 
the 44 positions. 

That concludes my opening statement. Mr. Koch is here, and he 
and I will be glad to answer any additional questions you may have 
on this subject. 

Mr. Cievencer. Have you any further questions? 

Mr. Bow. I have no further questions. e covered it pretty well 
this morning, Mr. Chairman. 

Mr. Coon. No questions. 


OVERSEAS ACTIVITIES 


Mr. Preston. How many people do you have overseas in this 


program 

Mr. Kocn. 137. Actually in overseas locations there are 37, but 
in the whole overseas and international aspects of the organization 
there are 137. 

Mr. Basnicut. 101 total in international activity; 37 of them 
actually stationed overseas. 

Mr. Preston. What was the last statement? 

Mr. Basnicut. Actually stationed overseas there are 37. There 
are 101 people mo in international aviation safety work. 

Mr. Preston. Your total figure is 101? 

Mr. Basnicut. That is correct. 

Mr. Cauuinan. That is right. 

Mr. Basnicut. The overseas ye le work out of 11 field offices. 

Mr. Ler. We have offices at Balboa in the Canal Zone; Bangkok, 
Thailand; Beirut, Lebanon; Buenos Aires, Argentina; Lime, Peru; 
London; Manila; Paris; Rio de Janiero; Tokyo; and San Juan, P. R. 

Mr. Preston. Why would you have an office in London and one 
in Paris, also? 

Mr. Les. Those are the two biggest centers of United States air 
carrier activity in the area of Europe and Asia and Africa. There 
are United States air carriers based at those places which are of ex- 
treme importance. 

In major centers we plan on locating safety agents so that they can 
be on the spot to supervise the activities. For instance, we have 
safety agents at Washington, New York and Boston on the spot there 
so that they can cover those major centers of air carrier and general 
aviation activity. 

Mr. Preston. Their functions have to do principally with com- 
mercial flying going in and out of Paris? 

Mr. Lez. t is correct, sir. 

Mr. Preston. Or London? 
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Mr. Lue. Yes, sir. 

Mr. Preston. How many people do you have in Paris? 

Mr. Basniaut. It would be 4. 

. Preston. With approximately the same number in London? 

. Basnicut. I think there are 2 or 3 more in London. 

. Kocn. 5. 

. Preston. Do they perform daily inspection work, or are they 
on an availability basis? 

Mr. Kocu. They perform daily inspection work for our carriers. 
For our work, Europe is divided into two sections. The London Office 
takes care of the Scandinavian countries. Generally speaking the 
Paris Office takes care of the European area, such as France, Spain, 
Italy, and over to Beirut. The office located in Beirut, which is the 
Near East office of the CAA, has two people stationed in it. Then 
the Bangkok Office has one person. 


PURPOSE OF OVERSEAS STATIONS 


Of course, one purpose is to promote a common system of naviga- 
tion facilities, so that the pilot flying from Chicago can fly just as 
easily from Chicago to Paris as wom i buenee to New York, and have 
the same type of facilities used, as well as the same approach proce- 
dures at | me various airports throughout the world. Otherwise, 
if you have a combination of different facilities, the equipment on the 
airplane would be so tremendous that it would be a great task to 
carry it. 

Along with their duties so far as the surveillance of the carrier 
operations is concerned they also have the added duty of promoting 

e common system. 

It is really a very interesting thing. You know, you can fly in 
these various parts of the world; and, for instance, in South America 
you will pick up a microphone when nearing Lima, Peru, and the 
instructions you receive are in English and are practically the same as 
if you were landing in Lima, Obio. There is a big safety factor there, 
because the English is spoken and the same procedure is effective in 
these various places throughout the world. 

a Preston. English is the common language used around the 
wor. 

Mr. Kocu. That is correct. 


REDUCTION OF PERSONNEL IN WASHINGTON OFFICE 


Mr. Preston. Of the reduction of 176 positions you state that 118 
will be in Washington and regional headquarters. How many will 
actually be in Washington? 

Mr. Kocu. Forty-three. 

Mr. Preston. Forty-three? 

Mr. Kocu. Yes, sir. 


STANDARDIZATION FACILITY 


Mr. Preston. Nineteen of them will be in the standardization 
facility. What is that? 

Mr. Kocu. The standardization facility is a training base where 
we have training and instruction procedures, with such things as 
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refresher courses and maintenance work and that sort of thing. It 
is a training center so far as aviation safety is concerned. 

Mr. Preston. How many will you have left in your standardiza~- 
tion facility? 

Mr. Kocu. Thirty-four, I believe. 

Mr. Catuman. Thirty-two for fiscal year 1955. 


EFFECT OF REDUCTIONS ON AVIATION SAFETY 


Mr. Preston. Mr. Koch, do you feel that with the elimination of 
certain navigational aids that we have been talking about here 
today in this budget request that adequate aviation safety is going 
to be carried on? 

Mr. Kocu. I really do not know, sir, just what the navigational 
— cut is, so I could not answer that question. I really do not 

ow. 

Mr. Preston. You do not know? 

Mr. Kocu. I do not know what the final program is. 

Mr. Preston. Were you not consulted about which aids you can 
afford to do away with and so forth? 

Mr. Kocu. Not specifically, sir. You see, I have been in this new 
position since September 1. I think probably these economies were 
effected prior to that time. So far as I know the Federal Airways 
people were well acquainted with the types of facilities they would 
need for safety. That is not my specialty. 

Mr. Preston. That does not really come under your jurisdiction? 

Mr. Kocu. That is correct, sir. 

Mr. Preston. That is all, Mr. Chairman. 


Arrrort DeveLoPpMENT 


_ Mr. Cievenaer. We will next take up the item for airport develop- 
ment, which is shown at page 401 of the justifications. That page 
will be inserted in the record at this point. 

(The information is as follows:) 
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Mr. CLevenceR. You may present your statement as to this item. 

Mr. Leg. Mr. Chairman, the amount requested for this activity is 
$250,000, which represents a reduction of $72,288 from the adjusted 
1954 level shown in the printed budget. 


FUNCTIONS OF OFFICE OF AIRPORTS 


The functions which this office performs under this appropriation 
are essentially five in number. 

First is compiling airport facility record data. This is the central 
place in the United States Government for collecting information as 
to the airports in this country and its territories and possessions. 
This information is used by all of the mapping agencies of the Govern- 
~_— _ by all of the agencies that put out data for the use of aircraft 
in flight. 

Secondly, this office is charged with effecting compliance with laws 
| ee the airports which have been built with Federal funds. 

hese are not only airports built with Federal aid but also the airports 
built under the DLA and the DLAND programs, as well as those 
built with WPA and PWA funds. 

With regard to our compliance function, no change from the present 
level of emphasis is contemplated in 1955. We have eliminated all 
routine compliance inspections and are handling only those cases 
where noncompliance is known to exist or where specific complaints 
of noncompliance have been made, plus the review of leases and agree- 
ments presented for approval and the review of requests to release 
airport property from the terms and conditions of deeds and agree- 
ments with the Government. 

The latter encompasses the third function of this office, namely, the 
handling of surplus airport disposal and the ements which are 
necessary in connection with the disposal of United States owned 
airports. 

ourth, this office has the responsibility for coordinating plans for 
joint civil-military use of airports. 

Lastly, this office is engaged in engineering activities to develop 
improved airport standards, particularly engineering standards and 
standards relative to site selection and construction. However, this 
latter function has been greatly curtailed. 

This program is really reduced $106,604 and 15 positions from the 
1954 appropriation level. 

I would be glad to answer any questions, Mr. Chairman. 

Mr. CLevencerR. Have you any questions? 

Mr. Bow. I have none at this time. 

Mr. Coon. No questions. 

Mr. CLevenGceER. Mr. Preston? 


AIR COORDINATING COMMITTEE 


Mr. Preston. Under your “Other objects,’ what contractual 
services are involved in the $3,010? 
Mr. Basniaeur. It is wR the Department of Commerce share 
e 


of the airport use panel o Air Coordinating Committee. The 


amount is $2,610. 
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This committee works with military agencies to develop joint 
civil-military use of airports. It is carried under “other contractual 
services,” since the funds are not spent directly by CAA but are 
transferred to the Air Coordinating Committee. 

Mr. Preston. Is it not actually under the wrong category there? 

Mr. Basnicurt. It depends on how you want to look at it. The 
other agency does the work for us, and we furnish the funds. If we 
paid for the service directly, the requirement would be carried under 
01. Since they do the rae 4 for us on @ contractual arrangement, even 


though it is not a contract in being, it is carried under 07. 
Mr. Preston. That is all, Mr. Chairman. 


GENERAL CoUNSEL 


Mr. CLEvENGER. We will next take up the item, ‘General Counsel,”’ 


which appears at page 404 of the justifications. That page will be 
inserted in the record. 
(The information follows:) 
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Mr. CLevencer. You gentlemen may now address yourselves to 
this item. 

Mr. Ler. Jn the appropriation subhead “General Counsel” we have 
requested $321,000, which represents a reduction of $33,746 from the 
fiscal year 1954 level. 


FUNCTIONS OF GENERAL COUNSEL’S OFFICE 


Now, the General Counsel for the CAA performs all the legal func- 
tions which the Administrator—that is myself—requires in order to 
carry out his statutory duties and responsibilities. These functions 
are part of our operating duties, and we feel that they could not be 
effectively and efficiently performed except in this manner. That is, 
no other organization such as the Department of Justice, we feel, 
could provide the necessary coordinated legal assistance which we 
need to do our job. Essentially the functions are four in number. 

First and perhaps closest to the safety function is the enforcement 
activity. Our Office of General Counsel carries out the necessary legal 
work in connection with enforcing the safety regulations. In this, our 
capacity has proven not quite adequate to handle our current and 
estimated future workload of 2,450 enforcement cases per year, and 
our backlogs are increasing, which means more delay. 

Mr. CLevENGER. How many of these are lawyers, Mr. Lee? 

Mr. Ler. We have 15 attorneys in Washington and 9 attorneys in 
the field, making a total of 24. The personnel represented here total 
49, of which 25 are clerical. 

The second function is representing the Administrator in litigation 
before the CAB and the courts, largely again in safety enforeement 
cases. 

Thirdly, we have the function of protecting and handling the 
Government’s interest in airports; and here, although the Federal- 
aid airport program is decreasing, we have a corresponding increase 
in the need for legal assistance, since without Federal help many 
communities are requesting a revision of their agreements with the 
Federal Government with respect to the recapture of their airports, 
the improvement of their airports, and other rights which the Federal 
Government now is concerned with. 

Lastly, we have the function of preparing and justifying legislation 
for the Congress, in order to keep our legislative authority in pace 
with the growth of the industry. Here we are taking definite steps 
to propose amendments to the Civil Aeronautics Act of 1938, to bring 
our functions in line with what we feel the public and industry re- 
quires at the present time. 

Mr. CLevEeNGER. Are there any questions on the General Counsel? 


FEDERAL COURT CASES 


Mr. Bow. In the cases in the Federal court I see by the justifica- 
tions that your respons'bility is discharged with the cooperation of the 
Department of Justice. Do they furnish you counsel in the Federal 
courts? 

Mr. Ler. For trial proceedings; yes, sir. 

Mr. Bow. How many of these 2,450 cases are in the Federal courts? 
Can you give me a breakdown on that? 
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Mr. Lex. We shall furnish that for the record, sir, 
Mr. Bow. All right. That is all, Mr. Chairman. 
(The information follows:) 


On an annual basis, approximately 72 civil penalty bases are handled by Federal 
courts. 


Mr. Preston. Of the eight positions you are reducing, from the 
direct appropriations, how many are lawyers and how many are non- 


r. Ler. 6 lawyers and 2 clerical. 
Mr. Preston. That is all. 


AVIATION INFORMATION 


Mr. CLevencer. We shall next take up the aviation information 


activity, appearing at page 4C8 of the justifications, That page will 
be inserted in the record. 


(The information follows:) 
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Mr. CLevencer. You may present your statement on this item. 

Mr. Lez. The amount requested under the heading of “ Aviation 
information” is $175,000. his represents a reduction of $39,337 
below the adjusted 1954 program. Actually, we are reducing the 
level $162,000 from the appropriation for 1954 as granted by the 
Congress. 

In effect, we are asking for just a little more than half of what was 
appropriated last year for this function. 


AVIATION INFORMATION SERVICES 


Under this heading we perform services which are largely directed 
toward safety and toward keeping the public abreast of technical 
developments. In this activity we issue periodical publications which 
inform pilots of changes in airways and airport conditions which they 
must know for safe flying. 

This is the largest single activity of the Office, and has a comple- 
ment of 13 positions. 

Then we notify the public of technical developments in civil 
aviation which vitally affect them, such as new navigation aids, 
changes in aircraft, and so forth. 

Thirdly, this is the office that handles replies to the letters from the 
public. Approximately 11,000 letters per year are handled. This 
relieves the technical and operating activities of CAA from this 
function. 

I might say that we get a lot of requests from college and high-school 
students from all over the country, and from the public in general, 
and we often have requests which cover more than one CAA activity, 
so we have concentrated this letter-answering function in 1 office. 

Lastly, this office provides the technical library facilities and foreign 
translation service for the agency. 


REDUCTIONS 


The reductions which we have made involve cutting back on the 
frequency of issuance of the Airman’s Guide, which was formerly 
issued 13 times a year and is now being issued quarterly. 

Mr. Sixes. How many times? 

Mr. Ler. Quarterly. It was 88 pages and we are now cutting back 
to the quarterly 44-page issue, plus a 16- or 20-page issue which will 
be put out 22 times a year. 

We are reducing the number of copies printed for CAA from 7,000 
to 3,400, and eliminating free distribution to airports. 

The subscription of the Airman’s Guide number approximately 
7,100 at $6 apiece. 

Next, we are cutting out all of our photographic activities and 
audiovisual activities under this appropriation subhead, and we hope 
to absorb such photographic requirements as we have in the opera- 
tions for whose benefit the work is done. 

We are in general curtailing all activities under this appropriation 
subhead to a minimum. 
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REVENUES 


The revenues which we receive from the sale of CAA publications 
totaled $114,000 in fiscal year 1953, which is the last complete year 
for which we have records. This included more than $38,000 from 

ight-information publications. 
will be glad to answer any questions on this function. 


FLIGHT INFORMATION 


Mr. Bow. I have just one question, Mr. Lee. In your justifica- 

tions on page 409, covering the activities of the administration, one of 

our items is “Encouraging air commerce.”’ How much of the funds 
in this appropriation are used for that purpose? 

Mr. Ler. That phrase refers to the publication of flight informa- 
tion necessary for flights in this country and its territories and pos- 
sessions. The word “encouraging” does not indicate promotion. In 
this we are just making the publications available which are necessary 
to enable air commerce to move. 

Mr. Bow. I wondered whether there was any advertising or some- 
thing of that kind, because certainly the airlines are doing a pretty 
good job of encouraging air commerce. I wanted to make sure we 
were not competing with them on their advertising programs. 

Mr. Ler. No, sir; we are definitely not advertising. 

Mr. Bow. This is not along that line? 

Mr. Lex. That is correct. 

Mr. Bow. All right. 

Mr. Preston. No questions on this item. 


DISPOSITION OF RECEIPTS 


Mr. Stxes. What disposition is made of the money obtained from 
subscriptions to the Airman’s Guide Magazine? 

Mr. Lez. That money is collected by the Government Printing 
Office, Mr. Sikes. It is not collected by us. 

Mr. Sixes. That is all. 


OPERATION OF AIRCRAFT 


Mr. CLevencer. The next activity is “Operation of aircraft,” 
beginning at page 411 of the justifications. Pages 411 and 412 will be 
inserted in the record. 

(The information is as follows:) 
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Changes for 1955 


Position Amount 


$2, 491, 467 


1, Decreased CAA flight hours: 
— 118, 895 
b) Contractual maintenance and overhaul of en- 


—68, 000 
— 155, 410 


Decrease in rental of aircraft. 
. Decrease in warehouse operations. 
. Decrease in other object items at hangar locations... _.- 
. Reduction in major inspection program: 
(a) Decreased positions | 


7. Reduction in average employment to absorb within- 
grade costs | 


Gross requirements } } 
Less transfers from other CAA appropriations 
| 


Mr. CLevenGcer. You may present your statement on this item. 

Mr. Ler. Under the heading “Operation of aircraft’? we have 
requested $1.9 million. This represents a decrease of 52 permanent 
positions and $283,967 below the 1954 adjusted level. Actually, the 
request is $467,879 below the 1954 appropriation. 


AIRCRAFT OPERATION FUNCTIONS 


‘ pen are three main functions which are accomplished under this 
eading. 

We have a fleet of some 80 aircraft owned by the CAA, and there 
are aircraft which are rented by the CAA to perform these functions. 

First is the flight check of air navigation and landing facilities, to 
insure that they are safe for the flying public. 

Secondly, we provide for the maintenance of pilot proficiency of 
our safety agents who are charged with determining the qualifications 
of pilots, flight time for those safety agents who are charged with 
establishing safe flight patterns, and for others who are directly con- 
cerned with the flight of aircraft. Also, under this safety function 
we have travel which is performed by our agents in aircraft. 

Thirdly, we have the logistic support of facilities such as Wake 
Island, Guam, and Canton in the Pacific, and the facilities in Alaska 
for which we provide a certain number of miscellaneous aircraft from 
C-—54’s down to small seaplanes. 

The decrease below the adjusted 1954 levels can be allocated in 
the reduction of 52 positions due to a reduction of flight hours and 
the associated maintenance of aircraft, a decrease in rental of aircraft, 
and a reduction in certain Washington operations in the amount of 
$5,000. 


Detail of decreases: | 
(c) Gasoline, oil, spare parts and materials. 
—342, 305 
2 j —32, 006 
3 —25, 000 
4 —7, 221 
5 
} —24, 015 
| —6, 820 
6. Reduction in Washington office program: | | 
Decrease in —1 | —3, 925 
(b) Decrease in travel and printing and reproduc- | | 
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USE OF AIRCRAFT FOR PERSONAL FLIGHTS 


Mr. Bow. Just for the sake of the record, in the operation of aircraft 
I will ask you whether the aircraft is used for the flying of personal 
flights that we hear about from time to time in some branches of the 
service for going to a golf course, or whether some of it is used to take 
people hunting or fishing? 

Mr. Ler. There is none of that flying in our appropriation. The 
administrative flying is strictly in connection with official business. 
There is no flying such as you have described. 

Mr. Bow. In other words, you say for the record that all your 
flying is on actual official business that has to do with the administra- 
tion of the CAA? 

Mr. Les. That is correct. We have strict directives on that 
point. 

EQUIPMENT FOR FLIGHT TESTING OF FACILITIES 


Mr. Bow. Does this include the maintenance of the equipment in 
your planes that you use for the checking of flight facilities or does 
that come under some other appropriation? 

Mr. Lee. It comes under this appropriation. 

Mr. Bow. Can you give us some idea as to the value of the testing 
equipment that you have in these planes? 

Mr. Ler. We can furnish a statement for the record of, for example, 
test equipment in a DC-3, such as the one we have here at the 
Washington National Airport. 

Mr. Bow. I think it would be interesting to have that. That is 
all I have, Mr. Chairman. 

(The material referred to is as follows:) 

The value of test equipment installed in a typical CAA Douglas DC-3 aircraft 
for flight-checking facilities is approximately $45,256. 

Mr. Coon. I have no questions. 

Mr. Preston. Off the record. 

(There was discussion off the record.) 

Mr. Preston. I do not have any questions on this matter. 


EFFECT OF REDUCTIONS ON SAFETY 


Mr. Stxes. May I ask, Mr. Lee, if you consider that the reductions 
in the programs are reasonably safe reductions, that you can operate 
satisfactorily under the budget which is before us? 

Mr. Ler. Mr. Sikes, the reductions which we have made here are in 
line with the change in the airway facilities which we have previously 
discussed, and are tied in with a reduction of airway facilities; and we 
have criteria which set certain requirements for flight testing of each 
facility. If this program is kept in line with the facility program, we 
would say it would be adequate. 


NECESSITY OF CAA FLIGHT-TESTING PROGRAM 


Mr. Sikes. Do you feel that all of the direct costs of the 
program which are outlined in this presentation are necessary? Do 
you actually get the information from your own flight program which 
you depend on for checking of air navigation facilities and for the 
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inspection of flight-operating minimums, or do you get that informa- 
‘tion from commercial pilots and other sources as well as from your 
own flight operations? 

Mr. Com. The latter is the case, ‘Mr. ikon We often get the 
first information that there may be something faulty in an air naviga- 
tion aid from one of the users, such as an air carrier. Then we do 
something about it immediately. 

Mr. Sikes. Since you operate only a limited number and type of 
aircraft, it would appear to me you would have to depend primarily 
upon commercial fleets for information rather than your own. 

Mr. Ler. We also have a monitor associated with most of our 
facilities so that if anything goes wrong with a facility which is of a 
. hazardous nature, such as the shifting of a course, or shifting of a 
glide path, or any other malfuncticn, the facility will automatically 
either switch to another transmitter or will go off the air. So we do 
have certain automatic monitoring which helps us in preventing 
faulty signals from being emitted from our facilities. 

We do have periodic checks of all our facilities for this purpose, and 
pacticularly we check them when they are being commissioned or 
when there has been some major change in the facility. 

Mr. Sixes. You really feel this service is a necessarv service in 
view of the advanced state of development of the aircraft? 

Mr. Ler. Yes, Mr. Sikes. I would like to have the opportunity of 
showing you the specialized test equipment we have in the aircraft. 
The signals now which are put out cannot be properly resolved by the 
ordinary receiving equipment in an aircraft. They must be carefully 
analyzed. Recordings are made. There must be a way of making 
modifications to the ground equipment during the test procedure in 
order to get the proper signal. 


ENFORCEMENT OF PROHIBITION ON PLEASURE FLYING 


Mr. Sixes. You told Mr. Bow a few minutes ago that you could 
assure this committee that there is no pleasure flying on Government 
time and in Government craft. 1 do not question the sincerity of your 
answer. But I do want to point out that is exactly the answer that 
we get year after year from the military forces, and we know that 
despite that answer they continue to have some unauthorized and 
unjustified pleasure flights in Government planes and with Govern- 
ment funds. 

What do you do to insure that it is not actually taking place in your 
organization? 

r. Len. As I said, Mr. Sikes, we have quite a strict directive 
which went out when I was Deputy Administrator a couple of years 
ago, which I reviewed and saw that it was tied up to the greatest ex- 
tent possible. 

Mr. Sixes. The military also have directives. You will have to go 
a little further to convince me. 

Mr. Ler. The next step is how we enforce it. We attempt to 
enforce it through our regional administrators and our regional organ- 
izations and through the information which we have as to the hours 
of utilization of aircraft and from the logbooks, which gives us a 
fairly complete checkup on what is going on with our aircraft. 
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I suppose that you always have in a large organization the possi- 
wy of someone straying off the reservation. But through our 
method of enforcing the directive I feel we have an effective means 
of preventing this type of flying. 

r. BasniGut. To speak more specifically to your point, Mr. Sikes, 
we have a number of facilities with scheduled periods of inspection, 
and for this purpose most of our aircraft have to be used a certain 
amount of time each day. If they fall behind in the scheduled work, 
we have a way of auditing that. The only time that an aircarft is 
available, except for these scheduled flights, is limited dollarwise, 
so there is no flight time available where there can be misuse of the 
aircraft. 

In effect through dollar limitation on administrative flying, we have 
worked out what we think is a system where there is little opportunity 
for the airplanes being misused. 


REFRESHER TRAINING 


Mr. Stxes. You do not have a requirement for proficiency flying 
in your organization, do you? Are your pilots required to fly a certain 
amount of time? 

Mr. Ler. Yes, we do, sir. 

Mr. Basnicur. We have the aviation safety agents that are respon- 
sible for checking the competency of airmen. But we do not require 
them to get in 4 hours a month to get flight pay. We only require them 
to be skilled in their operation. We enor them with an airplane 
to cover their pecdelaa, itineraries. They use the airplane for travel 
and they maintain their proficiency as a byproduct of their travel 
requirement. 

Ir. Sikes. Do you consider that the amount of flying time that 
they get in that way is sufficient to keep them proficient? 

Mr. Basnicut. The only resources that we have for additional 
flights is through the Oklahoma City Training Center where safety 
agents go periodically for refresher training. Approximately every 
2 a an agent will go to Oklahoma City to be checked out on his 


skill. 
Mr. Srxzs. That is all. 


AUTOMATIC ALARM SYSTEM 


Mr. Bow. One further point, amplifying what you said, Mr. Lee. 
Is it not a fact, too, that when some trouble developed in your equip- 
ment that in most of it there is some alarm that is given in the tower 
of the field in addition to switching on to the other? 

Mr. Len. Yes, I should have mentioned that. On facilities such 
as the ILS the tower has an alarm when there is a malfunction. 

Mr. CLevencer. We will go off the record for just a moment. 

(Discussion off the record.) 


Executive Direction 


Mr. CievencErR. We will take up ‘Executive Direction,” inserting 
page 419 in the record. 
(The justification referred to is as follows:) 
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Mr. Ler. Under the heading “Executive Direction’? we have 
requested $381,000 to cover the activities concerned with the overall 
management and direction of the CAA. 

This represents a reduction of $100,605 and 13 positions in the 1954 
level. This reduction has been effected by a realinement of staffing 
and curtailment of some advisory activities. This estimate includes 
the amount for payment of myself and my assistants, the regional 
administrator, and the deputy regional administrators and their 
clerical help. 

Mr. Preston. How does this item differ from the general admin- 
istrative activities? 

Mr. Basnicur. This is the top group of personnel in the agency. 
The “staff and administrative’ grouping is the housekeeping and 
management personnel. Executive direction is the Administrator and 
regional administrators. 

Mr. Preston. This could be called the Administrator’s office? 

Mr. Basniaur. Yes. 

Mr. Preston. This includes your operation? You combine with 
that your policy planning, and that sort of thing, is that it? 

Mr. Ler. The policy planning is not in here. 

(Discussion off the record.) 

Mr. Preston. That is all. 


STaFF AND ADMINISTRATIVE SERVICES 


Mr. CLeveNnGer. We will take up the next activity, ‘Staff and 
administrative services,” and insert page 422 in the record. 


(The justifications referred to are as follows:) 
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Mr. Lez. Under the heading “Staff and Administrative Services,” 
we have requested $4,144,000, which represents a decrease of $566,327 
and 136 positions below the 1954 adjusted level. In fact, this repre- 
sents a reduction of $731,146 below the 1954 appropriation. 


FUNCTIONS INVOLVED 


Under this function the Administration is provided staff assistance 
in evaluating our operations and programs, and the general administra- 
tive services, which are either prescribed by law or considered essential 
to the sound management of the Civil Aeronautics Administration. 

The principal functions involved are, first, the overall planning of 
our activities to meet the needs of military aviation and civil aviation; 
second, the budget and management function, which constitutes fiscal 
control of our activities and the improvement of our management 
practices; thirdly, personnel functions, including the processing of all 
personnel actions, recruitment, and so forth; and lastly, the functions 
under the Office of General Services, which includes the purchase of 
materiel, control of property, warehousing and distribution of supplies, 
auditing and accounting for funds and payroll. 

Mr. Bayne is here from the Office of General Services to answer any 
questions on this function. 


EFFECT OF REDUCTIONS PROPOSED IN 1955 


In connection with our reduction to the 1955 level, it is important 
to point out that for the past 5 years we have continued to reduce the 
level of service in this area and the resulting costs. From the fiscal 
year 1949 to the current year of 1954 we have reduced our personnel 
in this area from 1,542 to 1,152. This reduction of 390 positions, or 
25 percent, has been accomplished while the overall agency staffing 
has decreased 7.5 percent, taking into consideration economies planned 
for the fiscal year 1954. 

With the agency programs planned for the fiscal year 1955, we are 
presenting an additional reduction in administrative personnel of 
over 14 percent below current authorizations, making a total man- 
power decrease in this area of 36 percent since 1949, compared with 
17 percent decrease in overall agency strength. 

ur 1955 estimates provide only for the minimum level of services 
needed to maintain a sound balance in the agency’s operation. This 
eliminates all but the requirements for compliance with law, regula- 
tion, and sound management. In our screening of requirements we 
have had the objective of retaining only the services necessary to 
avoid using technical personnel to perform administrative functions, 
which would result in an increase in cost, a loss of efficiency, and a re- 
duction of public service. I would be glad to answer any questions. 

Mr. Bow. I have no questions. 

Mr. Coon. I have no questions. 


SAVINGS FROM MERGERS 


Mr. Preston. During this fiscal year, you have effected some 
mergers in your operation, have you not? 
r. Lez. Yes, sir. 
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Mr. Preston. You made three such mergers of regional offices, 
did you not? 

r. Len. Yes, sir. 

Mr. Preston. What part of the calendar year were those mergers 
effected in? 

Mr. Ler. They became effective in fiscal year 1953, just prior to the 
end of the fiscal year. 

Mr. Basnicur. Last June. 

Mr. Preston. Of fiscal 1953? 

Mr. Leg. Yes, sir. 

Mr. Preston. I was under the impression that they were put into 
effect in fiscal 1954. 

Have you been able to determine what kind of savings you have 
made by virtue of these consolidations or mergers? 

Mr. Lex. We estimate an annual saving of $1,700,000, which is 
reflected in the 1954 adjusted figures which have been presented to this 
committee. 

Mr. Preston. The 1954 adjusted figures? 

Mr. Lez. Yes, sir. 


DISPOSITION OF SAVINGS 


Mr. Preston. Did you return that money to the Treasury? 

Mr. Lez. No, sir. e have had substantial sums placed in reserve, 
which have not been and will not be spent. They are in a reserve at 
the present time. 

r. Preston. What kind of a reserve? 

Mr. Basniaut. A reserve by the Bureau of the Budget, which is 
in the amount of $2,419,000. It anticipates the savings from such 
things as consolidating regional offices, and placing in early effect 
further economies planned for fiscal 1955. 

Mr. Preston. I do not quite follow you. As I understand it, 
funds that are appropriated by Congress, unless specifically stated 
that they shall remain available until expended, revert to the Treas- 
ury. You have obtained consent from the Budget to hold certain 
sums in reserve? 

Mr. Basnicut. No, sir. 

Mr. Murray. Would you not say they were frozen? 

Mr. Basniaut. That would be a better way to put it. The 
terminology is “reserved.’”’ It means they are reserved from our 


use. 

Mr. Nieuson. Mr. Preston, on all of the funds that are appro- 
priated we have to go through the Bureau of the Budget on what 
they call an apportionment system, to apportion the funds by quarter. 
As a result of the request to the Bureau of the Budget from the 
Department to gee in reserve the amount of money which Mr. 
Basnight referred to of approximately $2,300,000, it is in a reserve 
now which is only released on the approval of the Director of the 
Bureau of the Budget, if we should request it. 

Mr. Murray. We asked to have this amount frozen. We do that 
once each quarter as to the money that we have saved and did not 
spend. The Bureau of the Budget takes it in their hands and we are 
not free to use it. 

Mr. Preston. What do you plan to do with this money? 
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Mr. Murray. It will probably revert back to the Treasury. 

Mr. Preston. I know it will if it is not released by the end of the 
fiscal year. But you still have a right to go back to the Bureau of 
the Budget and say, ‘‘We want this money for such and such purpose.”’ 

Mr. Murray. You can always go back to them. They are well 
aware of the congressional prerogatives in here, however. I do not 
think we have ever found that we had a very happy experience if we 
were to go back on it. 

Mr. Niexson. That is correct. 

Mr. Murray. In other words, they really tie it up. If-you are not 
going to use it for the purpose it was appropriated for, unless there is 
some emergency of some kind that makes sense, they really tie it up, 
as they should. 

Mr. Preston. You saved how much by these mergers, that you 
estimate? 

Mr. Lex. We estimated approximately $1,700,000. 

Mr. Preston. That is more or less what you thought originally 
that you could save by effecting these mergers? 

Mr. Ler. It is about the same as we originally estimated. When 
we discussed this last year we pretty well pinpointed the positions we 
would eliminate, the savings we would make, and the cost that would 
go along with the operation at headquarters. 

Mr. Preston. Where is that $1,750,000 shown on this budget 
principally? 

Mr. Lee. It is shown im all of our appropriation subheads, Mr. 
Preston, since we eliminated the supervisory levels from each one of 
our operating functions. Instead of having 2 airways operations in 
2 regions, for instance, we have 1. Instead of having 2 air carrier 
safety branches in 2 regions, we have 1. It is reflected all through the 
estimate. 

_Mr. Nretson. Mr. Preston, if you would like to identify it specif- 
ically you can look at page 374 of the justifications. There is an 
‘item there which refers to “Reserve for savings” of $2,419,000. 

Mr. Basnicnt. 1 think the thing that may be a little confusing to 
you, Mr. Preston, is that the savings in regional headquarters con- 
solidations were effected in 1954 for a full year. The budget, as it is 
presented here, starts from the 1954 appropriation as it has been 
adjusted by such things as consolidating regional headquarters, and 
soon. It is a little bit confusing, I assure you, from your position. 

Mr. Preston. I understand, I think, what you mean. 

Mr. Murray. Of course, it goes all the way through. Rent is 
reflected, and all those various items that have not been required. 


EFFECT OF DECENTRALIZATION ON NUMBER OF COMPLAINTS 


Mr. Preston. Mr. Lee, have you had any complaint from the 
ublic, generally, aviation people, airport people, about the necessity 
or traveling greater distances to do business with your agency? 

Mr. Ler. i we have had a few complaints. However, I think 
with our increasing decentralization, giving responsibility to make 
decisions to the individual district offices in aviation safety and airport 
and to the facilities in Federal airways, that we have essentially 
met those complaints. 
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Mr. Murray. Would you not say our effort to decentralize and get 
people back to the areas has cut down a great deal or has a potential 
of cutting down on the complaint problem? 

For example, in Miami, if you are able to cut the thing off in Miami 
and have people there who are able to do the job with the responsi- 
bility, it dsuentes a need to go into any regional headquarters, and 
the more we can get it back there the better off we are. Off the record. 

(Discussion off the record.) 


COST OF EFFECTING MERGERS 


Mr. Preston. You speak of the savings you have effected. Is the 
cost of remodeling your building in Fort Worth reflected in that saving? 

Mr. Basnicur. He gave you a figure of $1,700,000 as an annual 
saving. We estimate that to get the offices combined, to move the 
people and the equipment will cost in the neighborhood of a half- 
million dollars. So the saving at the start of the year was a million 
dollars as an initial item. But annually it would be at the rate of 
$1,700,000. The cost of remodeling the building at Fort Worth, the 
small amount of work that was done there, was in the neighborhood 
of $25,000 or $30,000, if I recall the figure. It is just a matter of 
modifying a building so that it could be used for office space. 

Mr. Preston. That is all. 


REDUCTION OF PERSONNEL 


Mr. Sixes. The saving that you have spoken of, $1,700,000; is it 
reflected principally in the reduction of personnel or by other means? 

Mr. Basniaut. Principally in personnel. I would say about 80 
percent in personnel. What we have done, in effect, is reduce the 
number of supervisors. The number of people actually serving the 
public at our district offices has not been affected, but the number of 
people between that individual and the administrator here in Wash- 
ington has been reduced to the extent of $1,700,000 in cost. 

Mr. S1xes. That 80-percent personnel level, how would that be 
made up? 

Mr. Basnicut. The salaries and travel that the supervisors per- 
form. It is about 80 percent of the cost in our appropriations. It is 
for personal services. 

Mr. Sixes. Would it be in personal services or in transportation? 

Mr. Basnicut. Largely in personal services. 

Mr. Sixes. Are you satisfied with the results? Do you feel you 
are operating just as satisfactorily as you have operated before? 

Mr. Ler. Yes, I feel we have worked out procedures that enable us 
to do the job as well as we did previously, with no diminution of service 
to the public. 

Mr. Srxes. That is all, Mr. Chairman. 


INTERFUNCTIONAL 


Mr. Cievencer. Our next topic is Interfunctional. It is found on 
page 430 of the justification, which will be inserted. 
(The matter referred to is as follows:) 
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Mr. Ler. Under the heading of “Interfunctional” we requested 
$1,234,000, which represents the net decrease of 7 positions and 
$105,257 below the adjusted 1954 level. 

Under this program common services are provided in Washington 
and the regional offices, such as rents and utilities, administrative 
supplies, communications, and the operation of automobiles. By 
“communications” I am not referring to safety communications, but 
to penalty mail, telegrams, and telephones. 

is also includes the maintenance of Government reservations 
at Fort Worth, Oklahoma City, and Anchorage, Alaska, and also 
provides for the operation of the CAA fleet of passenger vehicles, 
which, as I previously mentioned, has been reduced by a total of 60 
een bringing down our fleet to 650 from a previous number of 

10. 

I would be glad to answer any questions on that. 

Mr. CLevenGceER. Mr. Bow, do you have any questions? 

Mr. Bow. I have none. 

Mr. Coon. I have no questions. 


PURPOSE OF TRANSFERS FROM OTHER APPROPRIATIONS 


Mr. Preston. Why do we find throughout these requests on prac- 
tically every item a transfer from other GAA appropriations? 

Mr. Basnicut. Under our appropriation structure each program is 
financed under the heading for the program involved. To ease the 
problem of administering the total agency, the cost of providing office 
space, pencils and paper, lights and so forth, is transferred from the 
appropriation and controlled under an individual account so that 
there is uniform treatment to all employees, and everybody gets the 
same use of facilities. It makes it easier to administer the program 
and control the expenditures. 

We have so arranged the movement of funds to accomplish that end. 

Mr. Preston. You make the decision as to how much you are going 
to charge them; do you? 

Me. Ranorseer. e estimate how much we will need and we reflect 
it in our budget. The budget will show how much we would transfer 
to salaries and expenses for these items. If the Congress disagrees, 
they can change the transfer. 

Mr. Preston. As you know, we appropriate the funds. If you 
wanted to, taking this $13,000 for 1955, you could arbitrarily change 
that figure if you saw fit. 

Mr. Basnicut. We could transfer less but not more, because there 
is a limitation in the appropriation language that fixes the ceiling on 
how much we can transfer. 

Mr. Preston. That is what I wanted to know. 

Mr. Sixzs. I have no questions. 
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ESTABLISHMENT OF AIR NAVIGATION FACILITIES 
Amounts available for obligation 


1954 estimate 


1955 estimate 


Appropriation or estimate 

r year balance available 
Recovery of prior obligations. 
Reimbursements from non- Federal sources... 
Reimbursements from other accounts 
Returned from other accounts 


Total available for obligation 
Balance available in subsequent year 


Obligations incurred 


26, 862, 584 
—15, 187, 127 


—10, 400, 494 


16, 100, 494 
—5, 400, 494 


11, 675, 457 


12, 700, 000 


10, 700, 000 


NOTE. ~naeestente from non-Federal services above are from the peceeeds of 


40 U. 8. 


perty ( 
activities Gov 8. C. 1151). 


481 (c)), servicing of aircraft for foreign governments (49 U. 


Obligations by activities 


an 


1 
le of persona 
Public 


Description 


1953 actual 


1954 estimate 


1955 estimate 


1. Air navigation, electronic, and visual facilities 
2. Intermediate landing fields_. 

3. Air traffic control towers and centers...________ 
4, Aeronautical communications stations__ 

5. Housing, utilities, and miscellaneous 


Obligations incurred 


$4, 632, 334 


$6, 649, 000 
230, 000 
2, 897, 000 


978, 000 


$7, 045, = 


11, 675, 457 


12, 700, 000 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


CIVIL AERONAUTICS ADMINISTRATION 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees___- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade. 
Crafts, protective, and custodial 
Average salary... __. 
Average grade. 


Personal services: 
Permanent positions 
Other positions. 
Regular pay in excess of 52-week hase __ 
Payment above basic rates 


: Total personal services 
Other ae services: Services performed by other 
agencies 
as and structures. ................. 
Taxes and assessments 


Obligations incurred. 
ALLOCATION TO BUREAU OF STANDARDS 
Other contractual services. 


11, 647, 351 


| 1953 actu | 
$9,950,000 | $7,000,000 | $5, 000, 000 
16, 257, 772 15, 187, 127 10, 400, 494 
99, 566 75, 135 62, 000 
Ta 357, 208 624, 865 638, 000 
1, 840, 326 2, 246, 300 
3, 801, 804 566, 500 
é 961 746 690 
$4, 955 $4, 806 4, 974 
$3, 706 $3, 804 $3, 794 
01 
$8,598,466 | $3,306,916 | $3, 068, 265 
346, $39 340, 000 340, 000 
13, 521 12,719 11, 801 
75, 906 75, 000 69, 170 
. 4, 029, 732 3, 734, 635 3, 489, 236 
sad 659, 395 632, 500 407, 000 
09 4, 858, 932 5, 821, 103 4, 757, 735 
10 b 2, 091, 601 2, 494, 758 2, 039, 029 
15 7,691 7,000 7,000 
07 $5, 606 | $3,104 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


ALLOCATION TO DEPARTMENT OF NAVY, BUREAU OF SHIPS 


09 Equipment 


SUMMARY 


Full-time equivalent of all other positions ; 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary ‘ $4, 

Average grade _ GS-7.7 

Crafts, pechiatine, and custodial grades: 

Average salary $3, 706 

Average grade CPC-6.9 


Personal services: 
Permanent positions $3, 593, 466 | 
Other positions te 346, 839 
Regular pay in excess of 52-week base 13, 521 
Payment above basic rates 75, 906 . 69, 170 


Total personal services 4, 029, 732 34, 63! 3, 489, 236 
Other contractual services. 5, 606 3, 

Services performed by other agencies.. 659, 395 
Equipment 4, 881, 432 
2, 091, 601 


Obligations incurred 11, 675, 457 10, 700, 000 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year: 
Appropriation. ___- $5, 185, 920 $3, 032, 682 
Contract authorization ...| $10, 641, 499 7, 000, 000 7, 000, 000 

il, 675, 457 12, 700, 000 10, 700, 000 


22, 316, 956 20, 732, 682 


uct: 

Obligations transferred to “Establishment of air-naviga- 
tion facilities (liquidation of contract authorization), 
Civil Aeronautics Administration” 3, 641, 499 

Reimbursements 456, 774 

Adjustment in obligations of prior years 197, 008 

Returned from other accounts 1, 030 

Unliquidated obligations, end of year: 
Appropriation 5, 185, 920 1, 032, 682 
Contract authorization 7, 000, 000 1 7, 000, 000 


Total expenditures 5, 834, 725 13, 939, 871 12, 000, 000 


Expenditures are distributed as follows: 
Out of current authorizations 5, 834, 725 3, 500, 000 2, 000, 000 
Out of prior authorizations aS 10, 439, 871 10, 000, 000 


Mr. CLevENGeER. Our next appropriation item is “Establishment of 
air navigation facilities.” We will insert in the record pages 440, 
441 and 442 of the justifications. 7 

(The justifications referred to are as follows:) 


85 85 85 
829 736 728 
$4, 896 $4, 974 
GS8-7.5 GS-7.6 
| $3, 804 $3, 794 
cPC7.0} CPC-7.0 
07 
09 
10 
15 


By activity increase 


New program requirements: 
A pe tion electronic and visual facilities..._|_........... $3, 707, 
Intermediate landing 
Air traffic control towers and centers... 


Total estimate of appropriation, 1955 


Summary of requirements by activities 


of Amount 


A. Air visual facilities: 
Establish ve 


y omniranges. 24 $2,681,100 
Relocate very hig frequency omniranges_. 12 521, 300 
Provide improved identification Keyer mechanisms..-.-.-.--.------.-.- 675 112, 000 z 
. Establish high-intensity (Oreater PI Pittsburgh Airport)... 1 274, 400 
& Perform initial flight checking of facilities............. 119, 000 : 
Total, air navigation electronic and visual facilities....................|.......--- 3, 707, 800 : 
B, Intermediate landing fields: ; 
1, Sealcoat and repair runway (Annette Island, Alaska)...................- 1 86, 000 k 
CO, Air wate control towers and centers: 
« Relocate air traffic control towers.........-...-.---.<--aenceeee-eceooesse 2 195, 400 
remote air traffic contro] radio transmitter and receiver facili 
3. Consolidation of operating positions, Washington National Airport con-— > 
4. Relocate combined communications stations and control tower facility ; 
Tenn.) 1 27,700 
5. Resite and lower airport surveillance por width 3 163, 500 
6. Establish radar control room (Newark, N. J.)........------------------- 1 24, 300 
- and rT communications nation, control tower and center 
(San Juan, P. R.)........-..... 1 88, 300 
Total, air traffic control towers and cent ya 880, 600 


D. Aeronautical communications stations: 


1, Consolidate Anchorage, Alaska, overseas-foreign aeronautical communi- 
cations station transmitting facility lehadtinitinehmeupsangecagetinaewabad 1 159, 100 


Total, aeronautical communications stations. 159, 100 

E. utilities and miscellaneous: 
3 166, 500 
Total, housing, utilities and miscell: Sg ee 166, 500 


Grand total, establishment of air-navigation facilities. 


Summary of requirements 
Requirements | 
Diffe 
| estimate estimate 
800 |+-$3, 707, 800 
000 +86, 000 
600 +880, 600 
Aeronautical communication stations. ..........|...........- 159, 100 +159, 100 
Housing, utilities, and miscellaneous.._.........|.......-.--- 166, 500 +166, 500 
Gross requirements.-..................-..-----|...--------.| 5,000,000 | +5, 000,000 +5, 000, 000 
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GENERAL STATEMENT 


Mr. Ler. Mr. Chairman, under “Establishment of air navigation 
facilities,’ we have requested the sum of $5 million, which is comprised 
of $3,707,800 for air navigation, electronic and visual facilities, 
$86,000 for intermediate landing fields, $880,600 for air traffic control 
towers and centers, $159,100 for aeronautical communications stations 
and $166,500 for miscellaneous expenses. 

As the committee knows from past years of experience, we have the 
responsibility for establishing a system of aids to air navigation and 
traffic control for both military and civil aircraft in this country and 
in its Territories and possessions. 

The program which we have been implementing was formulated in 
1948 by Special Committee 31 of the Radio Technical Commission for 
Aeronautics. We have constantly refined this plan, and in most 
cases have reduced the number of facilities which we think would be 
required and have proceeded as rapidly as we could to implement the 
program with the remaining facilities. 

At the level of $5 million which we have this year we have been able 
to provide only for the most urgent items. The largest single item 
in this request is that for very high frequency omnidirectional ranges, 
for which we have requested $2,681,000 for the establishment of 24 
new units. These are aimed at meeting the traffic needs for multiple 
airways and the needs of congested traffic areas for providing the 
necessary fixes and approach paths for aircraft flying in those areas. 

This represents approximately half of the total request. The 
remainder consists of items which are mandatory, for a veriety of 
reasons. We have such matters as the relocation of airport traffic 
control towers at two places, Philadelphia and Pittsburgh, where the 
old structures have been replaced by new structures and they wish to 
demolish the old structures or use them for other purposes. 

We have the remoting, as we call it, of transmitters and receivers in 
certain places which is required for technical operational reasons due 
to electrical interference arising at the airports where they are 
presently located. 

We have the combination of the Washington air route traffic control 
center into one facility. At present it is split into 2 separate rooms, 
1 of which is a radar-control room and 1 of which is the conventional 
type traffic-control center. We have obtained enough experience now 
with the operation of this facility to feel that we can combine it into 
one room. 

We have the establishment of a radar-control room at Newark, N. J., 
which is essential at the present time for the handling of traffic. We 
have certain other items. 

I would be glad to answer any questions with regard to any of these 
items. 

PORT COLUMBUS RELOCATION 


Mr. CLrevenGER. Mr. Lee, has the relocation at Port Columbus 
been corrected or installed? It is one they complained about 2 or 3 


years ago. 

i. I am generally familiar with that situation, Mr. Chair- 
man. As I recall it, the change to the new tower structure was pro- 
gramed in our 1954 funds. 


) 
) 
a» 
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Mr. CLevenGcer. What would be the subsequent costs of the salaries 
and expenses if these new requests are put through? 

Mr. Basniacur. It will be approximately $188,000. 

Mr. Cuievencer. Are there any savings that might offset that? 

Mr. Basnicur. Yes, about $70,000 in savings which would result 
in the project at San Juan, P. R., where the tower and center are being 
combined. 

UNOBLIGATED FUNDS 


Mr. CLevENGER. How much do you expect to have unobligated as 
of next June 30? 

Mr. Basnicut. Approximately $10 million in unobligated funds. 

Mr. Cievencer. As of now, how much do you have unexpended? 
You can supply that for the record. 

he information requested follows:) 

As of November 30, 1953, the unexpended balance for establishment of air- 
navigation facilities was $20,828,716. 

Mr. Lex. I might say that all of these unobligated funds are ear- 
marked for the completion of existing projects, and that without these 
funds we could not complete these projects. 

Mr. Murray. I think you testified to Mr. Bow that these 23, you 
have asked for here, will pretty well complete the pattern across the 
country. 

Mr. CievenGcer. Mr. Bow, do you have any questions? 

Mr. Bow. Under this item practically everything in here goes to 
the question of greater efficiency and safety, does it not? 

Mr. Ler. Yes, sir. 


ANNETTE, ALASKA, AIRPORT 


Mr. Bow. Going specifically to some of the items, particularly to 
the $86,000 as to the repair of the runway at Annette Island in Alaska, 
is it not a fact that Annette Island,in Alaska, is not more or less your 
airport but Juneau is? 

Mr. Lez. No, sir. 

Mr. Bow. There is one set up there that services, is there not, 
which you fly out by seaplane to Annette and then you pick up your 
commercial airlines there? 

Mr. Lez. I believe you are referring to Ketchikan. That is a way 
point between Seattle and Ketchikan. 

Mr. Bow. It services one of your large industrial areas of Alaska. 

Mr. Lex. It services the coastal route between the States and 
Alaska, which carries around 60,000 passengers a year. 

os Bow. To what extent is the Defense Department using that 
now 

Mr. Ler. We can furnish those es for the record, Mr. Bow. 

(The information referred to is as follows:) 
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Aeronautical activity at Annette, Alaska 
Total aircraft — (landings and takeoffs) at Annette tower for 12 months 
ending Nov. 3: 
Air carrier 
Military itinerant 
Civil itinerant 


In addition to the regular duties of an approach control tower the Annette 
facility operates as a combined tower center and performs air route traffic control 
functions over 800 miles of controlled airways. 


RELOCATION OF SAN JUAN FACILITIES 


Mr. Bow. To relocate the stations at San Juan, is that the transfer 
from the present existing airport to the new one that has been built 
just outside the city of San Juan? 

Mr. Ler. Yes, sir. 

Mr. Bow. When do they anticipate moving the present airport to 
the new airport in San Juan? 

Mr. Len. We expect it will be completed in calendar 1954, and the 
move here would be almost coincidental with the completion. 

Mr. Bow. Without the traffic tower there it would make the 
operation of the new airport practically impossible, would it not? 

Mr. Leer. It certainly would make it less safe and less acceptable 
to us from a safety standpoint. 

Mr. Bow. Can you, from the standpoint of this particular item, 
give us the traffic in and out of San Juan at the present time? 

Mr. Ler. Yes, sir, we can. 

Mr. Bow. You can submit that for the record, or you can give it 
to us now. 

Mr. Basnicur. We will submit it for the record. 

(The material referred to is as follows:) 


Aeronautical activity at San Juan, P. R. 


Total aircraft eect (landings and takeoffs) at San Juan tower for 12 months 
30, 1 


Military local 
Civil local 


Total fix postings and ~~ ee handled by San Juan center for 12 
months ending November 30, 1953 


Fix postings pono 


66, 420 734 
Military itinerant 21, 542 450 
Civil itinerant 8, 489 195 


|| 
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Total air-ground contacts at San Juan communications station for 12 
months ending Nov. 30, 1953: 
Air carrier 
Military 


RELOCATION OF SAN JUAN FACILITIES 


A new international airport, Isle Verde, is being constructed 6 miles to the east 
of the city of San Juan. Completion is expected in December 1954, at which 
time it will be necessary to relocate the CAA control tower, center, and com- 
munications station from the present airport (Isle Grande) to the new airport. 
In doing so, these facilities will be incorporated into a combined facility and 
located in quarters supplied by the city. 


HOUSING 


Mr. Bow. What is the housing that is referred to? Under housing, 
utilities, and miscellaneous you have $166,500. 

Mr. Basnicut. That item is a matter of repairing damages to 
housing. There are three items involved: a fire at North Way, 
Alaska, which destroyed some facilities; the cost of emergency move- 
ment of people pwr 4 from the Wake Island typhoon; and damage 
by flood of the Lake Charles, La., communications station. 


Mr. Bow. The largest amount is $159,000 for Wake Island. Is 
that the new houses we spoke of? 

Mr. Basnieut. No. This is the cost of getting the people off the 
island and to provide a, facilities to continue the service 


until we could start rebuilding the houses, tents, and improvised 
facilities. 


COMBINING OF WASHINGTON NATIONAL AIRPORT OFFICES 


Mr. Bow. What would be the advantage, Mr. Lee, of the combining 
of the offices out at National Airport, your radar offices, together 
with your other offices there that you want to make in that com- 
bination? 

Mr. Ler. We feel we could make a saving of a significant number 
of position, probably to the extent of 6 positions and 5 man-years. 

Mr. Bow. Would you not also increase the efficiency of the 
operation? 

Mr. Lez. Yes; we would. At present, the rooms are physically 
separated so that communication between them has to be either by 
interphone or by actual physical movement of the personnel. 

Mr. Bow. In other words, as it is now they might as well be down- 
town somewhere? 

Mr. Lez. Yes, sir. 

Mr. Bow. It does affect the efficiency of the operation of radar 
with your other group? 

Mr. Lez. Yes, sir. 


NEWARK RADAR CONTROL ROOM 


Mr. Bow. Would you care to elaborate any on the Newark control 
room and the necessity for that? 

Mr. Ler. We at present do not have room in the control tower at 
Newark for the ar control function as we have in certain other 


| 
36, 648 
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towers. So it is necessary to establish it at a room directly below the 
tower cab. As you know, Newark is one of our busiest Bere tf in 
this country, and we feel it is essential there-——— 

Mr. Bow. From the standpoint of efficiency and safety? 

Mr. Lez. Yes, sir. 

Mr. Bow. That is all. 


FLIGHT CHECKING OF FACILITIES 


Mr. Preston. Under item 5 you are asking for $119,000 to check 
new air navigational aids when they are completed. It seems to me 
that this appropriation is just a little more added to the operation of 
aircraft, because that is what it involves, aircraft flight; is that not so? 

Mr. Basnicur. This amount of money is part of what is shown 
under ‘Operation of aircraft.’”” This is the other side of the entry for 
the transfer from other appropriations you asked about. This is the 
place the money comes from to go into “Operation of aircraft.” 

Mr. Preston. What page is “Operation of aircraft” on? 

Mr. Basnieur. It starts on page 411. In the center of the page 
you will note, ‘Transfers, other CAA appropriations, $143,000.” Of 
that amount there is about $119,000 which is a transfer from EANF 
for initial flight check. 

Mr. Preston. So that fits into this appropriation? 

Mr. Basniaur. Yes, sir. 

Mr. Preston. That is all. 


TECHNICAL DEVELOPMENT AND EVALUATION 
Amounts available for obligation 


1953 actual | 1954 estimate 


Appropriation or estimate $1, 162, 972 
Reimbursements from other accounts S49 


Total available for obligation 1, 163, 821 
Unobligated balance, estimated savings —29, 242 


1, 134, 579 


Obligations by activities 


Description 1954 estimate 


1. Developmental projects and service divisions: 
(a) Aircraft division projects i $181, 852 
8 Airport division projects K 687 
c) Electronics division projects 
‘ Evaluation division projects 
choy 

ngineering 
2. Administration 


Obligations incurred 1, 134, 579 


7 750, 000 700, 000 
Obligations 750, 000 700, 000 
$183, 990 
| 163, 653 
33, 628 
17, 672 
202, 157 
| 98, 900 
| 750, 000 700, 000 
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Obligations by objects 


Object classification 


1953 actual 


Total number of permanent positions ees 
Full-time of all other positions... 
Average num ber of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary... 
Crafts, protective, and custodial grades: 


Average grade... 


Personal services: 


Other positions 
Regular pay in excess of 52-week base 
Payment above basic 


Total personal services... 


Transportation of things 
Communication services 
Rents and utility services... 


Other contractual services 

Supplies and materials 

Equipment 

Taxes and 


Obligations incurred 


Printing and 


ne 


$5, 641 
GS-8. 3 


$4, 185 
CPC-7.6 


BES 


$531, 543 
15, 413 
2, 044 


549, 000 
7, 560 
2, 130 
8, 069 
1, 347 
6, 710 
17, 343 


69, 304 


, 
31, 


7 


600 
847 
000 


700, 


Analysis of expenditures 


1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of year 
aula in obligations of prior years 
Obligations imeurred during the year 


Deduct: 
Reimbursements 
Obligated balance carried to certified claims account 
Unliquidated obligations, end of year 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations 


$149, 019 
1, 357 
1, 134, 579 


$118, 45: 


Mr. Cievencer. We will take the “Technical development and 
Those pages will 


evaluation’ appropriation on page 450 and 451. 


be es in the record at this point. 
( 


he justifications referred to are as follows:) 


1954 estimate | 1955 estimate 
183 110 103 
8 5 
175 112 103 
4D. $5, 166 
A verage salary andigha $3, 752 
$862, 757 $556, 
3, 318 2, 
9, 766 
39, 953 
116, 824 | 
29, 931 
| 
— 
700,000 
| 1, 284, 955 896, 455 | 818, 455 
ot 146, 455 118, 455 108, 455 
778, 000 710, 000 
CS 648, 000 605, 000 
121, 023 130, 000 105, 000 
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Summary of requirements 
Appropriation, 1954 
Base for 1955 
Net difference, 1955 over 1954: 


Requirements Differen 
By activity i 


1955 or de- 
estimate | Cease (—) 


1954 
estimate 


1. Developmental and evaluation projects 
2. Service divisions: 


$382, 043 $381, 271 
(a) Flight operations 


(6) Engineering shops.... 


—$1, 672 
25, 479 
3, Administration 


17, 672 —7, 807 
—21, 537 
117, 884 — 18, 984 


750, 000 

ce 

| 
Gross requirements... 750,000 700,000 —80, 000 —50, 000 
Total estimate of appropriation, 1955..............-.-.-------asescceeasenncceeensensscee 700, 000 
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GENERAL STATEMENT 


Mr, Lee. Under the heading of ‘Technical Development and 
Evaluation” we are requesting $700,000, which is a reduction of 
$50,000 from the 1954 appropriation. 

Under this heading we perform functions which are in three general 
categories. The first is in the improvement of safety. We have two 
major concerns: First, is fire, and the second is midair collision. In 
our fire activities we are concerned with engine fires and their suppres- 
sion and containment. We are doing work in our facility which is 
not done in any other facility in the United States. 

Actually, much of our activity here is not financed through this 
appropriation but is financed through a transfer of funds for work 
done for the Air Force and the Navy. 

Our second concern with fire is the prevention of fires after crash. 
In this case we have done considerable work on the development and 
perfection of fuel cells that will not rupture in the event of a crash and 
other steps which will reduce the causes of ignition and spreading of 
fire after crash. 

I would like to point out that we have coordinated our activities 
under this entire appropriation heading with the National Advisory 
Committee for Aeronautics and with the Department of Defense, 
and we can assure this committee that there is no duplication or 
overlapping between what we are doing and what the other agencies 
of the Government are doing in these general fields. 

Coming to the problem of midair collision, we are working at 
Indianapolis on standards for external lighting for aircraft which 
would increase their visibility at night. Also we are working on the 

roblem of cockpit visibility and setting up certain guides for manu- 
acturers in the arrangement of the cockpit so there would be maxi- 
mum opportunity to view other aircraft. 

Secondly, our activities are in the improvement of equipment 
used on the Federal airways. For example, with the VOR we are 
doing work on developing methods of ground checking of the VOR 
which would reduce some of the flight-checking expense. We are 
working on improved maintenance procedures which we expect will 
make our maintenance practices less costly. 

Finally, we are working on the evaluation of terminal VOR’s which 
are made by private manufacturers for non-Government use. 

With the instrument landing system we are working on the develop- 
ment of an improved glide mar antenna, and on the development 
of a localizer which represents considerable improvement over the 
present localizer antenna which is now in use. . 

Lastly, and the third category of our activities, is the improvement 
of air traffic control. Here we have funds for the use of a simulator, 
the development of which was financed by the Air Navigation 
Development Board, to simulate problems of traffic control at locations 
in the United States where they are particularly critical, such as Dallas, 
Fort Worth, and Washington National, and Andrews Field. 

As I say, in all these activities we have coordinated what we are 
doing with the other agencies of Government, and I would be glad 
to present for your examination communications which we have 
received from the NACA and from the Assistant Secretary of Defense, 
Research and Development, setting forth the fact that they have 
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reviewed our programs and that there is no duplications or over- 
lapping with their programs. 

I would like also to submit communications from the Bureau of 
Aeronautics of the Department of the Navy and from the Wright 
Aie Development Center Headquarters dealing with the same subject. 

Mr. Bow. I have no questions. 


ACCOMPLISHMENTS OF THE TECHNICAL DEVELOPMENT AND EVALUATION 
CENTER 


Mr. Preston. I am wondering when you plan to complete these 
projects that you have been working on each vear out there at Indianap- 
olis. I see the same projects year after year appearing in the justi- 
fications. Is there any hope of eliminating some of these projects and 
taking on some new ones? 

Mr. Stuart. There are actual completions in these projects in 
various phases. In fire tests, for instance, we have gone through 
quite a number of aircraft with radically different engine installations, 
such as the B-29, which was studied and completed, the Lockheed 
Constellations were tested and completed. We are currently working 
with the B-36 and with the Convair 340. 

Mr. Preston. That was a transfer of funds? 

Mr. Sruart. It is partly supported by this appropriation and 
partly by transfer of funds and equipment from the military. 

Mr. Preston. When you talk about the B—47, that is a military 
aircraft? 

Mr. Sruarr. Yes, sir. 

Mr. Preston. Do they transfer money to you for that specific 
research and testing? 

Mr. Stuart. In some cases they support our program without 
earmarking the money for any specific activity. 


TRANSFERS FROM DEPARTMENT OF DEFENSE 


Mr. Preston. How much have you had transferred from the 
bee grr Defense Establishment during the last 2 years, fiscal 1953 
and 1954? 

Mr. Basnicut. I would have to furnish that for the record. 

Mr. Preston. What year do you have there? 

Mr. Basnicut. We have a total of working funds transferred 
in 1953 from the Air Navigation Development Board, Air Force and 
Navy, in the amount of $1,032,000. So far in 1954 the amount is 
$538,000. 

We can supply this document listing accomplishments of the 
Center for the record. 

(The material referred to is as follows:) 


ACCOMPLISHMENTS OF THE TECHNICAL DEVELOPMENT AND EVALUATION CENTER, 
Seconp oF Fiscat Year 1953 anp Frrst Hatr or Fiscau YEAR 1954 


1. The high rate aircraft fire extinguisher Gaepenye system developed by 
Na 


TDEC has been adopted by the Department of the 
aircraft requiring fire protection. 

2. The reliability of the fire detection svstems for the Convair 240 and 340 
powerplants has been doubled through the direct application of TDEC fire test 
results. 


vy for use on all new 
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3. The results of TDEC fire tests form the basis for new civil air regulations 
covering greatly improved fire protection for the power zone of aircraft engine 
installations, 

4. In the development of ramproof aircraft fuel tanks for the Department of 
the Air Foree, the United States Rubber Co. is utilizing the results of the TDEC 
crash-resistant fuel-tank test program. 

6. The work by TDEC on helicopter rotor tip lighting has resulted in the 
adoption of such lighting on new helicopters by the Department of the Navy. 

6. Six photometric and electrical characteristics tests of airport lighting equip- 
ment were performed for the Office of Airports in order to determine the suitability 
of the equipment for its intended use. 

7. A method of calibrating a VOR was developed to enable CAA technicians to 
calibrate a facility on the ground and so substantially reduce the more expensive 
flight calibration procedure. 

8. A method, using a shaped counterpoise, was developed which reduced VOR 
course scalloping approximately 30 percent. This method will permit VOR’s 
at difficult sites to be tailormade to suit the terrain. Also, a reflecting screen 
for the reduction of TVOR course scalloping was designed for installation at 
Oklahoma City. 

9. The accuracy and stability of the CA-1277 VOR monitor were greatly 
improved as the result of a thorough investigation conducted by TDEC. In 
addition, the center developed a method to eliminate stray r-f fields at the field 
detector which caused VOR monitor errors. Further, an improved VOR monitor 
field detector was evaluated for the Office of Federal Airways. 

10. A simplified TVOR monitor was developed and service testing has been 
started. 

11. Further VOR inservice improvements included the development of a method 
to improve course stability by using a single phaser instead of two phasers and 
the evaluation of CA—2944 tone wheel limiters. 

12. An ARC H-14 signal generator was evaluated as a low-cost, low-power 
omnitest facility and found to be satisfactory. 

13. VOR errors caused by residual modulation on the 9.96 kiloeycle subcarrier 
when using different makes of navigation receivers were determined and the data 
furnished the Office of Federal Airways. 

14. An industry-developed VOR gross error detector was evaluated and found to 
be unsuitable for application to VOR’s. 

15. Three test equipments and 75 airborne navigation receivers were calibrated 
and standardized for various aviation organizations. 

16. The development and flight testing of a computer to control automatically 
the flight of an aircraft from flight plan information stored on a punched tape was 
completed. 

i. Design modifications were made in the DIA DME interrogator to provide 
improved performance. Also a DME airborne test interrogator was developed 
for checking the coverage and performance of DME ground stations. 

18. A test instrument was developed which enables CAA radar maintenance 
technicians to measure the performance of, and make optimum adjustment of 
stable local oscillators, in radar MTI systems. 

19. A light, simple autopilot for use in small aircraft was evaluated and the data 
furnished the administrator. 

20. Air traffic control simulation studies were completed on the New York area 
and the use of Andrews Air Force Base as a second civil airport in the Washington, 
D. C., area. These studies have resulted in recommendations regarding the 
rearrangement of navigation aids and operating procedures in these areas to 
expedite the flow of air traffic with the required safety. 

21. The following technical development reports were published: 


0. Title 
189 Lighting Pattern Distortion Caused by Rain on an Airplane ,Windshield. 
193 A VOR-DME Simulator for Link Trainers. 
194 Modifications and Tests of Radioactive Probes for Measuring Soil|Moisture 
and Density. 
196 The Fire Resistance of Aluminum-Alloy Control Rods Protected by |Albi-R X 
Fire-Retardant Coating. 
Harmonie Radiation from the Type TUI Transmitter. 
Evaluation of the Melpar VOR Gross Error Detector. 
Development of a DME Antenna Transfer Switch. 
The Measurement of VOR Polarization Errors. 
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The Load Transmission Test for Flexible Paving and Base Courses—Part 
III, Load Distribution catty = Gravel Bases to a Weak Subgrade: 

Observed VOR Bearing Errors Caused by 30-Cycles Per Second Amplitude 
Modulation on the 9.96-kilocycle Subcarrier. 

Evaluation of Orlon and Nylon Windcone Socks. 

The Four-Loop VOR Antenna. 

Characteristics of Magnesium Fluoride and P7 Phosphors for Radar PPI 
Applications. 

Developments in DME Interrogators. 

Evaluation of the Upson Stall Warning Indicator. 

Characteristics of the Mohawk Airlines TVOR Ithaca, N. Y. 

A Review of Aircraft External Lighting Activities. 

A Burner and Test Bench For Evaluating Aircraft Fire and Heat Detectors. 


ABSENCE OF OVERLAPPING 


Mr. Preston. Are these letters that you have presented here to 
us, bearing testimony to the good work, unsolicited 

Mr. Basnicut. We addressed a letter to the Defense Department 
asking them to review our program to see if there was overlapping. 
The reply bears out the fact that there is no overlapping. The letter 
on the good work I think came about through an wae’ J as to what 
is done by private industry work in the same area. e do not do 


all the work that is involved in the research involved. Some is done 
by industry, such as lighting projects, for example. Mr. Stuart is 
quite familiar with this subject. 


QUESTION OF PROPER LEVEL OF 1955 ACTIVITY 


Mr. Preston. I notice in 1954 there was a request for $1,653,000. 
You were allowed $750,000. For this year you only asked for $700,000, 
which is about, or just a little more than what you were given in 
1954. Apparently the figure we gave you was a sensible figure, Mr. 
Lee, instead of the amount you requested. You can verify that by 
the amount you requested for this year. 

Mr. Lxg. This is the ineeien of the amount of emphasis that is 
put on these programs. e feel that on this question of fire suppres- 
sion and prevention, the problem of midair collisions, the problem 
of perfecting our air navigation aids, are extremely important. We 
are operating at a minimum level at the present time. 

In order to operate our plant at an efficient level at Indianapolis 
our feeling is that the level of activity should be approximately at the 
rate of $1 million per year. Below that we come into certain ineffi- 
cient practices. 

Mr. Preston. Do you solicit any of this business from the other 
agencies, Mr. Stuart? 

Mr. Sruart. No. 

Mr. Preston. They all knock at your door? 

Mr. Stuart. Yes, sir. 

Mr. Lez. I might say we have a unique facility at Indianapolis in 
the full-scale test fire cell which we have there, which is provided 
with large blowers to simulate actual high-speed flight. There is no 
other such facility in the United States. Consequently, it is busy 
almost the entire time with projects. 

Mr. CLevencer. Are there any other questions? 


Title 
203 
204 
207 
210 
211 
212 
213 
214 
215 
217 
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FEDERAL-AID AIRPORT PROGRAM 


Amounts available for obligation 


1953 actual 


| 
1954 estimate 


1955 estimate 


Appropriation or estimate _ ___ 

Prior year balance available 
Reimbursements from non-Federal sour: 
Reimbursements from other accounts. 


Total available for obligation _-__ 
Balance available in subsequent year __ 


Obligations incurred 


$14, 321, 154 
126, 


2, 638 
2, 337 


16, 452, 405 
—2, 922, 799 


—1, 247, 799 


13, 529, 606 


1, 675, 000 


Norte.—Reimbursements from non-Federal services above are from the proceeds of sale of personal prop 


erty (40 U. 8. C. 481 (e)). 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1. Grants for construction of large airports (class III and 


$10, 902, 171 
2, 627, 435 


$300, 000 
1, 375, 000 


13, 529, 606 


1, 675, 000 


Obligations by objects 


Object classification 


1953 actual 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


01 Personal services: 
Permanent positions 
Other positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services_-_ 

Services performed by other agencies 

Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments. 


Obligations incurred 


3% 


Be op 


| 1955 estimate 
2. Administration of grants and $750, 000 
1954 estimate | 1955 estimate 
$2, 073, 072 620 $528, 437 
11, 104 693 
4, 104, 252 
97, 925 
9, 990 
340, 820 12 
945 247 
15 640 578 240 
1, 675, 000 750, 000 
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Analysis of expenditures 


1953 actual 1955 estimate 


Unliquidated obligations, start of haan 
Appropriations --------| $10, 917, 036 
Contract authorization. 39, 200, 000 

13, 529, 606 


63, 646, 642 


uct: 

Obligations transferred to ‘Federal-aid airport program, 
Federal Airport Act (liquidation of contract authoriza- 
tion), Civil Aeronautics Administration 9, 000, 000 
Reimbursements 4,975 
Unliquidated obligations, end of omen 
Appropriations 3, 888, 673 

Contract authorization 30, 200, 000 


Total expenditures 20, 552, 994 


Expenditures are distributed as follows: 
Out of current authorizations } 20, 552, 994 
Out of prior authorizations. . 


Mr. CLevencer. Next is the “Federal-aid airport pro; ” found 
on page 468 of the justifications. Pages 468 and 469 will be inserted 
in the record at this point. 

(The justifications referred to follow:) 


Summary status of appropriation 


Unobligated balance from 1953 $2, 922, 799 
Estimated obligation in 1954 1, 675, 000 


Balance available in 1955 1, 247, 799 
Estimated obligations in 1955 750, 000 


Balance available for subsequent years 497, 799 
No fund request for this activity is made in this estimate. It is ap to 


finance necessary costs of this program in 1955 from unobligated balances of 


appropriation made in prior fiscal years. 


| $3,888,673 | $4, 326, 673 
30, 200, 000 7, 500, 000 
1, 675, 000 750, 000 
— 35, 763, 673 12, 576, 673 

| 
| 22; '700,; 000 
4, 326, 673 468, 673 
7, 500, 000 7, 500, 000 
ee 1, 237, 000 4, 608, 000 
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GENERAL STATEMENT 


Mr. Ler. Under the heading ‘“Federal-aid airport program” we 
have made no fund request for the fiscal year 1955. It is proposed to 
finance our activities under this heading with the sum of $750,000 
from the unobligated balances of appropriations made in prior fiscal 
years. 

The staff which is provided under this heading is charged with ap- 
proximately four continuing activities which we are required to 
perform under the Federal Airport Act. 

As we go into fiscal year 1955 we expect that we will have $62.7 
million total grant agreements involved in financially unfinished 
projects. This will be reduced to $26.2 million at the end of the 
fiscal year. 

I wish to make it clear that we do not have $62.7 million of unfin- 
ished work at the start of the fiscal year. That will be the total of the 
projects involved. As you can well understand, the completion of a 
project under the Federal airport plan takes anywhere from 12 months 
to 30 months. We have some of our major responsibilities in closi 
out projects to see that the work was performed in accordance wit 
the grant agreement and that the finished product is such that we 
can make final payment. So, the first category of our work is admin- 
istering the projects still uncompleted under the Federal-aid airport 
program. 

NATIONAL AIRPORT PLAN 


Secondly, under section 3 of the act we are required to prepare a 


national airport plan each year. This requires considerable work. 
We have prepared a plan in 1953 in accordance with new planning 
standards which we have developed. I have a copy of the plan here, 
Mr. Chairman, and a copy of the planning standards which are con- 
siderably more restrictive than any we have had in the past. In 
fact, they are new planning standards. 

By the use of these standards we have reduced the number of the 
airports in the plan from 4,815 in 1952, to 2,235 in 1953. We feel 
that the plan as it now exists includes only those airports which have 
a definite recognized aeronautical need, and which could well qualify 
for assistance if it were needed. 

Thirdly, we have responsibilities under the act, section 16, for the 
transfer of public lands for airport purposes to cities and communities 
all over the Nation. We make Pen transfers on request of cities 
and communities to the Civil Aeronautics Administration. 

Finally, the fourth responsibility we have is review and certifyin 
claims for rehabilitation of airports, the section 17 claims with me te 4 
you have been familiar in the past. 


PROPOSED ELIMINATION OF DISTRICT OFFICES 


In fiscal 1955 we plan to eliminate all of our district offices under 
this heading. They were previously reduced from 40 to 20 in fiscal 
1954, and in 1955 they will be completely eliminated. Also, the 
divisions and branches in the Washington and regional headquarters 
will be eliminated, and we will carry out our functions here with a 
small staff located in the regional headquarters of each of our regions 
and in the Washington office. 

I will be glad to answer any questions. 
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UNOBLIGATED FUNDS 


Mr. Cirevencer. How much will be unobligated as of June 30, 
1954? 

Mr. Leg. Mr. Howell, who is the Director of the Office of Airports, 
is here and will answer that question. 

Mr. Howe tt. I will furnish that information to you. 

Mr. Basnieur. As to your question about the balance as of June 
30, 1953, there was $2,900,000, and as of November 30, the figure had 
been reduced to $2,186,000. If we speak of unencumbered—— 

Mr. CLEvENGER. | said ‘“‘unobligated.”’ 

Mr. Basnieut. Unobligated, as of the time you ask, the answer 
would be virtually nothing at the end of 1954. Probably it would be 
about $1 million. 

Mr. Cievencer. You are asking for $750,000? 

Mr. Basnieur. No, sir. This money 

Mr. CLEVENGER. Where does this come from? 

Mr. Basniaut. Out of the unobligated balance which would be 
available at the start of the year, which would be somewhere around 
$1 million, probably. We are asking for $750,000 of that to be used 
for administrative purposes. 

Mr. CievenGer. Are there any questions? 

Mr. Bow. No questions. 


GRANT AGREEMENTS 


Mr. Preston. I want to ask one question of Mr. Lee. You 
referred to some $62 million of projects a minute ago. I did not quite 


understand what that represented. 

Mr. Ler. That represents the total amount of grant agreements 
which will not have been completed by that time. A lot of work has 
been done already under those grant agreements. 

Mr. Preston. In that connection you are not asking for any money, 
though, in this budget to liquidate those contracts; are you? 

Mr. Ler. No, sir. We expect to ask for funds in fiscal year 1956 
to take care of the balance of obligations which will be coming due 
under the grant agreements now outstanding. 

Mr. Preston. Then you do not plan to pay any money during 
fiscal 1955; is that correct? 

Mr. Lez. Not except what is already appropriated. 


LIQUIDATION OF OUTSTANDING AGREEMENTS 


Mr. Basniaut. I think the question you are raising, Mr. Preston, 
is how we get down from $62 million worth of projects outstanding 
at the start of 1955 to a level of $26.2 million at the close of that 
fiscal year. The dollars actually expended is the difference between 
those two figures paid out of the funds now on hand. 

Mr. Preston. You have that much on hand? 

Mr. Basnieut. We have money on hand 

Mr. Preston. To bring it down from the $62 million to the $26.2 
million? 

Mr. Basnicut. That is correct. By ‘on hand’ we mean money 
that has been paid out as partial payment and money that has to be 
paid out to make a final payment. There are $62 million worth of 
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grant money for projects that have not been completed but there 
may have been partial payments against that. So the value of work 
outstanding reduces from $62 million down to $26 million. That does 
not represent cash expenditures, Cash expenditures will be a different 
figure; about $9 million will be paid out. 

Mr. Preston. In fiscal 1955? 

Mr. Basniaur. Yes. 

Mr. Preston. So you are waiting until 1956 to ask for additional 
ae to liquidate ave ese outstanding contracts? 

Mr. Basniaut. That is correct, sir. 


STUDY OF FEDERAL-AID AIRPORT PROGRAM IN PROCESS 


Mr. Lex. I might say, Mr. Chairman, that this estimate of costs 
includes no new program. I believe Mr. Murray has testified as to 
the study which has gone on with respect to the future of the Federal- 
aid airport program. A committee has reported on that. The report 
is now being reviewed, 

Mr. Bow. When do you anticipate that report will be in, for the 
benefit of the committee? 

Mr. Lex. Mr. Bow, the report has been completed by the committee 
which made the study. At present it is being reviewed in the Depart- 
ment of Commerce. I would not be able to speak for them, but I 
would think we should have a decision within the next month or 6 
weeks as to what the policy of the executive branch of the Government 
would be. 

Mr. Bow. Do you anticipate after that study is completed we will 
get a supplemental on that? 

Mr. Lux. It is perfectly possible, sir. 


MAINTENANCE AND OPERATION OF PUBLIC AIRPORTS, 
TERRITORY OF ALASKA 


Amounts available for obligation 


1953 actual | 1954 estimate 


or estimate $433, 504 


Unobligated balance, estimated savings —8, 765 
Obligations incurred 424, 829 


1. Administration 
2. Anchorage airport 
3. Fairbanks airport 


|| 
| 1955 estimate 
, $500, 000 $650, 000 
500, 000 650, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
$50, 101 $41, 840 $41, 840 
194, 768 257, 615 336, 108 
179, 960 200, 545 272, 052 
Obfigations sone 424, 829 500, 000 650, 000 


Obligations by objects 


} 
Object classification 1953 actual | 1954 estimate | 1955 estimate 


Total number of permanent positions____ 


9 60 | 
Full-time equivalent of all other positions 3 | 
6 


5 | 
5 | ol 


Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average grade GS-8.9 GS-8.9 

Crafts, protective, and custodial grades: 
Average grade = CPC-7.9 
Ungraded positions: “Average salary... $5, 506 | 


Personal services: 
Permanent positions $219, 465 
Other positions. iy 
Regular pay in excess of 52-week base __- 
Payment above basic rates__ 40 


Total personal services as 299, 701 | 339, 400 | 
Travel : 966 3, 430 
Transport: ation of things 
Communication services. . 
Rents and utility services 
Other contractual services 
Supplies and materials_____ 
Equipment___- 
Taxes and assessments 


Obligations incurred 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of 3, 662 $59, 068 
Adjustment in obligations of prior years | 6 icignkaena | 
Obligations incurred during the year_........-. 24, S24 500, 000 | 650, 000 


470, 108 559, 068 | 719, 068 
Deduct: | 

Obligated balance carried to certified claims account  . oe } 

Unliquidated obligations, end of year_______. Ae | 59, 068 69, 068 


| = 
Total 410, 939 | 000 | 


Expenditures are distributed as follows: | 
Out of current authorizations i — 365, 762 | 430, 933 571, 982 
Out of prior authorizations 45,177 | 59, 067 69, 068 
| 


Mr. CLevenGer. The next item is “Maintenance and operation of 
public airports, Territory of Alaska,” which is found on pages 474 and 
475 of the justifications. These pages will be included in the record 
at this point. 

(The justifications referred to are as follows:) 


79 
3 
75 
$5, 927 
GSs-8.9 
$3, 773 
| CPC-7.5 
$5, 201 
01 
| $287, 186 $356, 853 
| 12) 578 10, 000 
‘ 912 1,372 
88, 724 121, 175 
489, 400 
3, 430 
03 8, 194 
3,931 
05 28, 570 
14, 700 
&5, 115 
15, 210 
| 1, 450 
a cavssesetenseceseeeesecnceseee| 424, 829 | 500, 000 | 650, 000 
| 


+$81, 151 
+71, 957 


+153, 108 +153, 108 
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Summary of requirements 
Net difference, 1955 over 1954: 
B 
adjusted | estimate 
Gross 496, 892 650, 000 
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NEED FOR INCREASE 


Mr. Cievencer. There is a request for $650,000, an increase of 
$150,000 over the current fiscal year. For what are the increases 
needed? 

Mr. Lex. The increases are needed for the annualization of some 
positions which were put on in 1954 for a part-year period to operate 
the new facilities which were being completed. Also it provides for 
19 positions for the protection, service, and maintenance of the facilities 
on the airport, and also for the protection of the aircraft landing at the 
airport. 

or instance, there are guard fire fighters required to man the 
crash trucks at both Anchorage and Fairbanks; 5 are required at 
Anchorage and 7 are required at Fairbanks. 

In addition, there are 2 boilermen and 2 mechanics required, 1 at 

each location, ‘to handle the plant and the heating facilities. 


REVENUE 


Mr. CLevencer. Will you indicate at this point in the record the 
actual revenue for 1953 and the estimate for 1954 and 1955? 

Mr. Ler. I have a schedule showing the revenue. 

(The material referred to is as follows:) 


Statement of estimated revenues 
ANCHORAGE AIRPORT 


Source 1954 estimate | 1955 estimate 


Terminal-building space rental 
Hangar rental 

Gasoline and oil sales 

Landing fees 

Seaplane base... 

Parking fees 

Concessions. 

Resale of electrical energy. 
Land rental__._.- 
Other 


Terminal-building space rental 
Gasoline and oil sales 

Landing fees 

Parking fees 

Concessions_- 

of electricity. 


Total estimated revenue, Fairbanks Airport 187, 557 
Total estimated combined revenue 499, 302 


UNREALIZED REVE 


Anchorage Airport 


5, 416 | 163, 580 


$145, 486 
18, 094 


84, 823 78, 300 
66, 838 155, 500 180, 210 
52, 859 84, 700 95, 445 
SealsnsepthaandeiiniwuReweenh 8, 364 9, 840 10, 00D 
203 5, 000 6, 800 
7, 364 16, 300 18, 375 
17, 666 29; 949 33, 915 
17, 082 15, 867 16, 800 
Total estimated revenue, Anchorage Airport.........._- B11, 745 | 486, 950 594, 720 
FAIRBANKS AIRPORT 
$43, 335 $6, 644 $51, 325 
56, 796 60, 000 63, 000 
46, 130 50, 000 52, 500 
14,015 19, 589 21, 000 
17, 233 19, 717 21, 000 
| 650, 000 | 811, 000 
35, 000 
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Mr. CLevencer. Are there any of these funds included in here for 
the sewer and water facilities which should have been put in when the 
airport was built? 

Mr. Ler. No, sir. 


REVOLVING FUND BEING PROPOSED 


Mr. Bow. Do you anticipate this expenditure or similar expendi- 
tures will continue as long as the Federal Government controls the 
airports at Anchorage and Fairbanks? 

Mr. Ler. They will continue as long as the present legislation is in 
effect. If we should have an amendment to existing authorizing legis- 
lation or a new act to set up a revolving fund, as is presently proposed, 
then the requirements would decrease and we would have the receipts 
placed in a revolving fund which would be available for expenditures. 

Mr. Bow. If we were to transfer these airports to municipalities 
or to the Territory of Government, would these expenses all be 
absorbed by the Territory and municipal government of Alaska? 

Mr. Ler. Yes, they would. 

Mr. Bow. That is all. 

Mr. Preston. I have no questions. 

Mr. Bow. I have just one other question, Mr. Lee. You have an 
appropriation for “Maintenance and operation of public airports in 
the Territory of Alaska.’”” Why was not that Annette maintenance 
job included in this particular item? 

Mr. Leer. This is an activity which is separate and apart from our 
regular activity. The field at Annette is an intermediate landing 
field with the facilities that go with it. We do not operate it as a 

ublic airport. The field at Annette does not serve any urban popu- 
ation. There are just some Indians there and a few local people. 
It is only used as an intermediate landing field, in effect. The other 
fields we operate in Alaska, such as McGrath 

Mr. Bow. Annette is the Ketchikan airport? 

Mr. Ler. No; they are separate. 

Mr. Bow. If you go commercially you go into Annette and then 
to Ketchikan by a puddle jumper. That is all. 


AIR NAVIGATION DEVELOPMENT 


Amounts available for obligation 


1953 actual 1954 estimate | 1955 estimate 


Appropriation or estimate ‘ $1, 750, 000 $1, 085, 000 $1, 085, 000 


Unobligated balance, estimated savings 
Obligations incurred 1, 732, 456 1, 085, 000 


Obligations by activities 


Description | 1953 actual | 1954estimate 1955 estimate 


1. Research and development on airways facilities $1, 650, 593 $1, 000, 000 $1, 000, 000 
81, 863 85, 000 


2. Administration 85, 000 


Obligations incurred 1, 732, 456 1, 085, 000 1, 085, 000 


|| 
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Obligations by objects 


Object classification 


CIVIL AERONAUTICS ADMINISTRATION 


‘Total number of permanent positions 
Average number of all employees 


Average es and 
General 


# 


Q 
oe 
Q. 


services 
Permanent positions 
Regular pay in excess of 52-week base 


S| | 32 


Communication services 
Printing and reproduction. 
services 


28,88 | 

= 3 

| 32 


07 


ALLOCATION TO NAVY, RUREAU OF SHIPS 
Average number of all employees. 


01 Personal services: Positions other than permanent 
02 Travel 


07 
Supplies and materials 


Equipment 
Obligations incurred. 
ALLOCATION TO NAVY, BUREAU OF AERONAUTICS 


‘Total number of 
Full-time pom of all positions 
Average number of all employees - . 


207 
0 


$10, 125 
7,101 


17, 226 
2, 630 
2, 631 

109, 013 
131, 500 


ALLOCATION TO DEPARTMENT OF THE AIR FORCE 
07 Other contractual services _ 
SUMMARY 


Total number 
Full-time of ail 
Average number of all 


\ 
PY 1954 actual | 1955 estimate | 1956 estimate 
Total personal | 
ALLOCATION TO NATIONAL RUREAU OF STANDARDS 
Other contractual services. $75, 000 $20, 000 $20, 000 
2 2 2 
3 4 4 
Average salaries and grades: 
95,207 
Oo 
01 Personal services: 
Permanent positions....................-.--.--.------ $7, 163 $10, 125 | | 
5, 112 7,101 
Total personal services..............-.----.-.-.--... 12, 275 17, 226 — 
1, 837 2, 630 
08 Supplies and materials_.....................-....--.-.---- 1, 862 2, 631 
93, 452 131, 500 
= 
Average : 
General schedule grades: 
$7, 038 $6, 963 $7,031 
Oo 
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Obligations by activities—Continued 


Object classification | 1952 actual | 1953 estimate | 1954 estimate 


| 


SUMMARY—Continued 
Personal services: 


Regular pay in excess of 52-week base 


Total personal services. 

Travel 
Transportation of things 
Communication services 
Printing and reproduction 
Other contractual services 

Projects program 
Supplies and materi: 
Equipment 
Taxes and assessments 


Obligations incurred 


ase 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year.................-..-- . $1, 994, 356 $2, 192, 279 $276, 029 
Obligations incurred during the year Soa 1, 732, 456 1, 085, 000 


3, 126, 812 3, 277, 279 


Deduct: 
Unliquidated obligations, end of year 2, 192, 279 276, 029 Y 


Total expenditures. 1, 475, 373 3, 001, 250 | 


Expenditures are distributed as follows: 
Out of current authorization 1, 467, 022 878, 971 
Out of prior authorization 8, 351 2, 122, 279 


Mr. Cievencer. The last item is “Air navigation development,’ 
on page 481 of the justifications, which will be inserted in the record 
at this point along with page 482, and the bottom of 483. 

(The justifications referred to are as follows:) 


Summary of requirements 
Base for 1955 
Net difference, 1955 over 1954: 


By activity |increase (+-) 


Requirements 


or de- 
1954 1955 | qoute 


estimate estimate | 


41956—54——17 


Permanent pos S . ee $76, 461 $82, 588 $82, 588 
10, 245 | 7, 101 7, 101 
267 279 279 
pen---nennnnennnnnnnennennnnnn} 86, 973 89, 968 89, 968 
1, 403 1, 600 1, 600 
142, 255 221, 700 221, 700 
647, 000 647. 000 
2, 201 2, 931 2, 931 
81, 985 109, 213 109, 213 
|. 361,029 
| 1, 158, 000 
276, 029 
Research and development on airways facilities..____| 1, 000, 000 1, 000, 000 | ic dete 
' 


999 ‘69$ 


Jequinu Jequinu 


fo isnmungy 


256 
_ | 88/8 
| ie 
| 
The ate 
| /8 
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The projects program covers three broad fields: Navigation, supporting proj- 


ects, and traffic control. 
Funding 1955 


‘lhe operational requirement for azimuth and distance measur- 
ing is fulfilled by the very high frequency omnidirectional range/ 
distance measuring equipment (VOR/DME). The navigation 
program is concentrated on modification of airborne equipments 
and development of new equipments to provide greater usability 
by unconventional and small aircraft. A phase of the program 
will concern airborne pictorial displays wnich present the VOR/ 
DME data to the pilot in pictorial form. 
2. Supporting projects 
™ the development of equipment and techniques for both navi- 
gation and air traffic control, there is a lack of proper background 
knowledge in certain areas. ‘These projects are to fill such gaps. 
3. Traffic control 
Air traffic control continues to present the most difficult prob- 
lems in development of the common system. Increased volume 
of air traffic, varying types of aircraft and a tighter scheduling of 
commercial aircraft, have created a complexity of air traffic control 
requiring that our development in this field be programed at a 
higher rate to provide greater efficiency and safety. Application 
of new equipments and techniques to air traffic control require 
rigorous and careful evaluation before they are recommended for 
inclusion in daily operations. 


Mr. Ler. Colonel Wood, a member of the Air Navigation Develop- 
ment Board, is here representing the Board and will testify on this 
estimate. 


AIR NAVIGATION DEVELOPMENT BOARD 


Colonel Woop. Gentlemen, after World War II Congress and many 
others saw clearly the necessity of a program to stimulate the develop- 
ment of the common system of air navigation and traffic control. 
Then, based on the recommendations of Congress and the Radio 
Technical Commission for Aeronautics and the Military Research 
and Development Board, the Secretaries of Defense and Commerce in 
1948 established the Air Navigation Development Board to do this 
research and development job. 

The Board was located in CAA and budgeted for in the Depart- 
ment of Commerce. The Department of Defense articipated by 
furnishing program guidance on development to the Board 

It was recognized this past vear that more efficient operation of 
the Board was needed. It could be obtained if the charter were re- 
written and some changes made. After a complete rewrite of the 
charter, in coordination with the military departments, the Secretary 
of Defense and Secretary of Commerce signed a new charter on 
January 6, 1954. I have here copies of the charter and copies of the 
letters transmitting the charter from Mr. Weeks to Mr. Wilson, and 
then from Mr. Wilson back to Mr. Weeks. 

(The material referred to is as follows:) 


CHARTER—AIR NAVIGATION DEVELOPMENT BoarpD 


Whereas the Secretaries of Defense and Commerce deem it essential that a 
single basic system of air navigation and traffic control—a truly national common 
system—must be developed and installed which will satisfy the requirements of 
all users to the greatest extent feasible, and 
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Whereas by means of a charter dated November 2, 1948, they established an 
Air Navigation Development Board to work toward this end, and 

Whereas they now desire to reorganize this Air Navigation Development Board: 
Now, therefore 

The Secretaries of Defense and Commerce have caused to be issued this charter 
which supersedes the charter of November 2, 1948. 


1. The Board organization 


There is hereby continued the Air Navigation Development Board (hereinafter 
called the Board) for the purpose ot guiding the development of a common system 
of air navigation and air traffic control. 

(a) Board membership.—The Secretaries of Defense, Commerce, the Army, the 
Navy, and the Air Force each shall designate a member and an alternate. Such 
membership shall consist entirely of personnel of policy stature. 

(b) Chairman.—The Secretaries of Defense and Commerce shall jointly select 

the Chairman of the Board either from the Board membership or from other 
sources. 
(c) Full-time Board staff.—Tbe Board shall have a full-time Director and staff 
selected by the Board and appointed by the Secretary of Commerce with the 
concurrence and yey of the Secretary of Defense. The Director shall be 
responsible to the Board for the supervision of its common system program and 
all related technical, administrative and fiscal matters. The Secretary of Detense, 
the Army, the Navy, the Air Force, and Commerce each shall provide a full-time 
officer or official of appropriate rank who shall act as the direct representative 
of the designated Board member of his Department. 

(d) Location.—The Department of Commerce shall provide all housekeeping 
services required by the Board and its staff. 


2. Power and duties 


(a) Program and funding—The Board shall formulate, guide, review, and 
coordinate a unified program of research and development projects for the common 
system. 

(1) Each year the Board shall prepare a single comprehensive planned program 
of projects for the next fiscal year. This program shall include estimates of the 
planned funding requirements for each project. 

(2) The Board then shall determine the portions of the total program to be 
budgeted for by the Departments represented on the Board. The portion to be 
budgeted by the Department of Commerce shall include administrative funds 

uired for the staff and operation of the Board. 
3) Each Board member shall seek budget coverage for that portion of the 
program assigned by the Board to his Department. 

(4) The Board, upon review of its program, shall make such revisions of the 
program and of the apportionment thereof among the departments as the Board 
may deem necessary to achieve optimum use of available resources, and as may be 
practicable within appropriation limitations. 

(5) Funds appropriated for the program and administration of the Board’ shall 
be ant only for that program and administration as determined by the 

ard. 

(b) Operations —Under the direction of the Board, all common system research 
and development projects shall be contracted for or performed by the Depart- 
ments of the Army, the Navy, the Air Force, and Commerce. 

(c) Requirements—The Board, in formulating its program, shall be guided by 
operational requirements received from each of the departments represented 
and from the Air Coordinating Committee. The Board shall integrate all these 
requirements to the maximum extent possible. 

(d) Security—The Board and its staff shall be authorized to receive, through 
approved channels, classified information concerning such techniques, facilities, 
and projects in the military departments as may be related to the fields of navi- 
gation and traffic control, and suitable provision shall be made for the safeguard- 
ing of such classified information in accordance with applicable Department of 
Defense security procedures and regulations. 

(e) Advice and assistance —The Board, to the extent practicable, should utilize 
the advice and assistance of Government and non-Government personnel 
concerned with the research and development, manufacture and use of aids to 
air navigation and air traffic control. The Board. is encouraged to make maxi- 
mum use of such groups as the Radio Technical Commission for Aeronautics. 


8. Procedure and administration 


The Board shall meet formally at quarterly intervals at the call of its Chairman, 
or et such other times as it may fix, and shall establish such rules of organization, 
procedure and administration as it may deem necessary. 

(a) Policy of decisions—The Department of Defense and Department of 
Commerce shall have equal responsibility and authority on the Board. In the 
event of failure of the Departments of Defense and Commerce to reach agreement 
on any matter before the Board, it shall be referred to the Secretaries of Defense 
and Commerce who will make a determination. 

(b) Reports.—The Board shall submit reports of progress and any other items 
of interest every 6 months to the Secretaries of Defense and Commerce. 

4. Interim operations 

The members of the Board at the effective date of this charter shall exercise the 
powers and perform the duties authorized by the charter until the membership 
of the Board as provided in this charter is appointed and assumes control by 
formal resolution. 

5. Effective date 
The effective date of this charter shall be the date of the later signature below. 
(Signed) C. E. Witson, (Signed) Sinctain 
Secretary of Defense. Secretary of Commerce. 
JaNuARY 6, 1954. JANUARY 6, 1954. 


PROVISIONS OF CHARTER 


Colonel Woop. In general, this charter provides for Board member- 
ship to be at the policy level in each Department, which will insure 
that the military and civil research and development plans are more 
nearly in accord. It will also assure that the plans for procurement, 
installation, and operation of aids to air navigation and air traffic 


control will be more nearly integrated since the Board members will 
be responsible within their departments for procurement operation, 
“— planning, as well as for the research and development of such 
aids. 

The new charter also provides for funding to be shared between the 
Departments of Defense and Commerce. 

I would like to comment that in rewriting the charter it was observed 
that there is more than ordinary interest on the part of all persons 
concerned. They feel that the Board should be given every oppor- 
tunity and every tool it needs to do a complete and satisfactory job. 
They feel that there is a need for this common system of air navigation 
and traffic control. 

It is needed for air safety of air travel and is a vital adjunct to our 
national defense. 


ACHIEVEMENTS OF BOARD DURING 1954 


I have also for the record a quick summary of the achievements of 
the Air Navigation Development Board during fiscal 1954. 

1. During the fiscal year 1954 the Air Navigation Development 
Board continued its supervision of common system research and 
development projects being conducted by the Departments of the 

y, Navy, Air Force, and Commerce. 

2. The simulator developed by ANDB was used to determine new 
procedures for the control of traffic in the New York, Washington, 
and Chicago terminal areas. The establishment of the new pro- 
cedures permit an improved flow of traffic in these areas. Results 
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from this program were achieved without the use of expensive flight 
time normally required to test new arrangements of facilities and 
operating procedures. 

¥ 3. The airport surface detection radar development model has been 
evaluated at the Idlewild Airport. This evaluation demonstrated 
that the use of further models of this type of radar will result in safer 
and more expeditious movement of aircraft and vehicles on the 
surface of the airport. I have a picture of that. It shows the radar 
equipment, and the picture taken of the radar scope there, which is 
— view of what an air surface detection piece of equipment 
will do. 

4. The terminal area safety program of flight testing being con- 
ducted during very low weather conditions is in full progress. This 
includes a contract whereunder the Sperry Gyroscope Co. is conducting 
an extensive low-visibliity flight-test program aimed at improvement 
of the safety factor for aircraft making final approaches to airports 
under adverse weather conditions. New types of automatic and 
continuous reading instruments for determining ceiling and visibility 
in the approach zone are being developed and evaluated. 

5. Commercial contractors and Government laboratories are now 
delivering apparatus developed in the past few vears for the Board. 
Some of these devices which have been delivered and are now being 
evaluated are as follows: 

There is the lightweight DME, distance-measuring equipment. 
There is the DME ramp-test equipment, which provides for a quick 
ramp test of airborne DME to insure that it is operating properly 
prior to departure of an aircraft. 

A high-powered DME transmitter has been developed for ANDB 
by the Army, and the completed equipment now installed is bei 
flight tested. This transmitter is expected to extend the range an 
reliability of the DME, especially at high altitudes. An improved 
DME ground receiver to be used with this transmitter has been 
developed. 4 

There have been pictorial computers already developed which have 
been evaluated and reports on these are now being prepared. 

6. The radar safety beacon recommended for inclusion in the 
common system by the Air Coordinating Committee has been flicht- 
tested, using the first S-band/L-band models developed for ANDB. 
These beacons will enable air traffic controllers to identify aircraft 
for traffic control purposes. 

7. There has been airborne antenna switching equipment developed 
and evaluated at TDEC, which automatically connects the airborne 
receiving equipment to whichever of two aircraft antennas is receiving 
the stronger signal at the moment. 

8. There have been omnidirectional aircraft antenna models 
developed and the experimental model of a high-efficiency aircraft 
antenna system is being evaluated. This is a result of the compre- 
hensive sudy and development program extending over the past 3 

ears. 
y 9. A directional localizer antenna array has been developed to 
provide more accurate course indications to aircraft. This new 
antenna reduces interference from hangars, trucks, and other objects 
that are in close proximity to the runway. 
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10. A radar bright tube display has been set up which will per- 
mit controllers to view the radar display in a normally lighted room 
or under daylight conditions. The display for the airport surveillance 
radar is now being evaluated and the display for the precision 
approach radar is scheduled for early delivery. 

11. Flight data storage and display models have been delivered and 
are being installed for tests and evaluation. These equipments will 
permit the storage of up to 2,000 flight plans on a magnetic storage 
drum, and the automatic transmission and display of this information 
at the time it is needed by the air traffic controllers along an airway. 
1 have pictures here which I will furnish you. 


CONTRIBUTION FROM THE DEPARTMENT OF DEFENSE 


Mr. Cievencer. As to the cost of this project, are we presently 
paying the entire cost of development or is it shared between the 
Defense Establishment and ourselves? 

Colonel Woop. The entire budget is in Commerce this year and in 
past years. 

Mr. Lee. But the plan under the new charter will differ markedly 
from the experience we have had in the past. 

Mr. Crevencer. In other words, military planes will be equipped 
with this? 

Mr. Les. In the future. We have had conversations with the 
Department of Defense to the effect that they will contribute to the 
program starting with the fiscal year 1955, and perhaps earlier. The 
interest which has been shown in the Department of Defense in this 
is very great. Their recognition of the need for a common system of 
air navigation and traffic control to serve both military and civil 
traffic is real. They are prepared to finance a proportionate share. 

Mr. CievenGer. In this current 1955 budget will they contribute 
to the cost? Have they included anything in the Defense Department 
this year? 

Colonel Woop. Yes. It is included in the budget, $5 million at the 
present time; that is, before it reaches the Bureau of the Budget it is 
$5 million. 

Mr. Cievencer. That will be $6 million? 

Colonel Woop. A $6 million program. 

Mr. CLevenGerR. What is the cost of this individual equipment 
[indicating a DME unit displayed by the witness]? 

Colonel Woop. This costs about $4,000. This particular piece of 
equipment is now being flight tested. In fact, I believe just today it 
will be flight tested at high altitudes on a training flight of one of the 
strategic Air Force planes. 

This is shown in this particular book. This is the piece of equipment 
itself. This is the magnetic drum and its associated equipment. On 
the next page are the automatic data display boards which could be 
used to display data to the traffic controller, the approach controller 
and others who would use it. 

Mr. CLevencer. What is estimated to be the administrative 
expense of this operation in the fiscal year 1955? 

Colonel Woop. We have estimated the administrative expense at 
$85,000. 

Mr. Cievencer. Is that the entire administrative expense or just 
for our quota in this appropriation? 
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Colonel Woop. This would be Commerce. It has been agreed in 
the charter that Commerce would do the housekeeping. 

Mr. Cievencer. Are there any questions, Mr. Bow? 

Mr. Bow. The contribution of Defense of $5 million would go 
completely to research? 

Colonel Woop. That is right. 

Mr. Cievencer. We have in here over $1 million, or is that for 
procurement of some of this equipment? 

Colonel Woop. We have $1,085,000. 

Mr. Bow. All the administration would go to Commerce, and they 
would contribute a million, and Defense would contribute $5 million; 
is that correct? 

Colonel Woop. That is correct. 

Mr. Bow. You must plan some rather extensive developments 
under this new charter, then, if you got along on a $1,085,000 last 
year. What are you contemplating that is going to require the 
additional $5 million? 

AIR TRAFFIC CONTROL 


Colonel Woop. The situation there as we visualize it is something 
like this [presenting chart]. Taking this traffic control situation, we 
figure our traffic control situation 1s about the same now as it was 
back in the early 1930’s. We have to really get after air-traffic control 
and bring it up. That is a serious problem. We feel the tempo has 
to be increased to meet the new-type aircraft and the new demands 
that have been placed on the system. 

I am sure Mr. Lee can explain a little more fully what he is up 
against in air traffic control. We feel that this is one place where 
considerable work has to be done. It is an expensive field because of 
equipment costs and the fact that we should do considerable systems 
engineering to get a complete overall approach to this. 

e feel we need some supporting projects, such projects as this all- 
weather or low-visibility approach project that we have. We need 
some propagation projects to find out some information which is not 
available now, which we do not actually have, to complete the picture. 

Air navigation is well set up. But the traffic control is where we 
need greater application of funds. This includes such things as radar, 
radar control and this airport surface detection equipment. 

Mr. CLevenecer. Is it anticipated that this cost will go beyond the 
$6 million a year in the experimental stage? 

Colonel Woop. I would say there is a possibility of its passing that 
when you come to the point where you are buying equipment to 
evaluate, equipments to set up so we can try this system out on an 
airway. 

USE OF THE NATIONAL BUREAU OF STANDARDS 


Mr. Cievencer. Is the Bureau of Standards doing anything on 
the test work? 

Colonel Woop. Yes, sir. We have in the past used the Bureau of 
Standards for some project, which I cannot name right now. 

Mr. Ler. The Bureau of Standards has been supervising the sup- 
porting project which he referred to on propagation in the thousand- 
megacycle band. That is a band which was not used much up until 


the last 5 years. There is a lot still unknown about the propagation 
characteristics of waves in that frequency band. 
Mr. CLevenGcer. Mr. Preston, do you have any questions? 
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TOTAL PROGRAM OF $6 MILLION 


Mr. Preston. Colonel, are you going to operate with a $6 million 
budget plus $85,000 in fiscal 1955? 

Colonel Woop. Yes, sir. 

Mr. Presron. All we get to look at here is $1,085,000. The $1 
million is broken up into 3 projects, navigation, supporting projects 
and traffic control. That is all we know about this operation, what 
is contained on page 483. 

Colonel Woop. I am prepared to answer that. I actually have a 
$6 million program exhibit here. The Bureau of the Budget has 
approved the Commerce portion of $1,085,000. We actually have a 
$6jmillion combined Defense and Commerce program. 

Mr. Preston. Who are you going to present that to? 

Colonel Woop. The overall program this particular year is in both 
Defense and Commerce. The Defense portion of it has not been 
before the Bureau of the Budget yet and is not a completely approved 
program. That is what I understand. 

I do have an exhibit here which is the $6 million program. 

Mr. Preston. May I just take a look at it? 

Mr. Basnieur. Since this involves another agency, should we not 
discuss this off the record? 

(Discussion off the record.) 

Mr. Les. Mr. Chairman, the estimate which we have here for 
$1,085,000 represents in itself a usable unit and a necessary unit in 
the development of our common system of air navigation and traffic 
control irrespective of what the Department of Defense presents to 
the Congress. 

Through this means of using a joint military-civil board we are 
able to take advantage of military developments which are conducted 
for military purposes and to apply those developments to the common 
system unclassified use which will benefit all of our United States 
aviation, both military and civil. 

At the present time the military are expending hundreds of millions 
of dollars on development for tactical purposes and for such other uses 
as guided missiles and the like, which are classified, but which have 
many implications as far as the future of our air traffic control system 
is concerned. 

We feel this is the most effective way of using those developments for 
our common system purposes and for preventing duplication and over- 
lapping of the Government agencies who are responsible for this 
activity. 

In summing up, I would say that with $1,085,000, which we have 
requested here, we can make some progress toward achieving the 
results that we feel most desirable, principally in meeting the needs of 
our military and civil traffic for traffic control, but that additional 
emphasis is required in order to meet those needs as promptly as our 
forecast of activity indicates is necessary. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Cievencer. We will adjourn until tomorrow morning at 
10 o'clock. 
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Tuurspay, JANUARY 14, 1954. 


BUREAU OF PUBLIC ROADS 


WITNESSES 


ROBERT B. MURRAY, JR., UNDER SECRETARY FOR TRANSPORTA- 
TION 

JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 

F. V. DU PONT, COMMISSIONER 

Cc. D. CURTISS, DEPUTY COMMISSIONER, FINANCE AND MANAGE- 
MENT 

J. C. ALLEN, BUDGET OFFICER 

JOHN M. CABOT, ASSISTANT SECRETARY OF STATE FOR INTER- 
AMERICAN AFFAIRS 

JOHN L. OHMANS, DEPARTMENT OF STATE 


Mr. Cievencer. The committee will come to order for the con- 
sideration of the Bureau of Public Roads. 
I think you have a preliminary statement to make, Mr. Murray? 


STATEMENT OF UNDER SECRETARY MURRAY 


Mr. Murray. Mr. Chairman and gentlemen, when we came down 
here a year ago, as you know, Mr. MacDonald was Commissioner of 
Public Roads. This year we are here with Commissioner duPont, 
whom I wanted to introduce to this committee. He was appointed on 
April 1 and has been working in that assignment since that time. 


As you know, and as you can see from this chart, the budget for the 
Bureau of Public Roads is largely made up of noncontrollable items 
and represents by far the largest financial requirement of the Depart- 
ment of Commerce. 

There is no question in the mind of anyone that we have a serious 
highway deficiency in this country. The legislation which Congress 
has provided has been for the purpose of getting at that problem as 
fast as the Congress feels it has been possible for them to get at it. 

Last year we requested an appropriation of $540 million for the 
Federal-aid highway program. That amount was reduced by this 
committee to $510 million. When it got to the Senate, as you know, 
it was marked down to $475 million, which is the amount under which 
we are now operating. 

As the Secretary told you the other day, we will come in for a 
supplemental of $65 million, to bring it up to the $540 million. The 
vouchers are coming in, so that that amount of money will be required 
to handle that program. 

This year there are no funds in here for access roads, that being 
a matter of prime concern to the Defense Department, to the Atomic 
Energy Commission, and to others. 

There is an item in here for the Rama Road and the Pan-American 
Highway, and there will be gentlemen here from the State Depart- 
— to discuss that item with you, as that is of primary concern to 

em. 

The amount of money which we are requesting for the Federal-aid 
hgnwey program, over which we do have primary control, is $555 

ion, which we feel can be paid out during this next year. 
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Mr. du Pont is here with his testimony, and we are in complete 
accord with it. 

Mr. CLevenGer. Does forestry have a program here? 

Mr. Murray. The forest highway item isin here. We are request- 
ing $10 million for the forest highway program. Mr. du Pont will 
tell you why that figure is at $10 million. 

Mr. Cievencer. With respect to new witnesses before the com- 
mittee, Mr. du Pont, it is customary for us to have a little biographical 
sketch. Will you please present that? 


BIOGRAPHICAL SKETCH OF COMMISSIONER DU PONT 


Mr. pu Ponr. My first connection with highways was when I was 
comparatively young, actually about 1911 or 1912, when I spent some 
time during the summer months in survey work and that sort of thin 
on what is now U. S. 113 in Delaware. That was before my forma 
education. 

I went to MIT in 1913 and graduated in 1917. At that time 
engineering courses were not as specialized as they are today, and 
among other things I did study some civil engineering, including 
baseline, surveying, bridge design, and that sort of thing. 

As you know, we were involved in a world war in 1917, and I 
became an instructor at the United States School of Military Aero- 
nautics, on my graduation, having been granted a pilot’s license in 
1915. 

When that was over I commenced my business career with the 
du Pont Co. in the research end, and it was not until 1922 that I 
again became associated with highways. 

I was appointed a commissioner of the State of Delaware. There 
were five commissioners at that time. It is a noncompensated board, 
and still is. 

I served on that commission under repeated appointments from 
Democratic and Republican governors some 27 years. I was chairman 
of the commission something in the neighborhood of 23 years. 

Unquestionably, my association with those men in those early days 
had a good deal to do with my philosophy. 

I think it is an interesting fact that U.S. 113 was completed in the 
early 1920’s and had no rights-of-way less than 60 feet in width and 
no curves of over 5 degrees, it bypasses every community from 
Wilmington to the Maryland line, with the exceptions of the capital 
and one other city. 

I have been told that it is the first State to have employed divided 
highways with a median strip. I do not know whether that is true, 
but it certainly was among the earliest. 

I think that is one of the notable situations in the State of Delaware. 

Probably the most important subsequent event was the initiation 
of the design, construction, and completion of the Delaware Memorial 
Bridge across the Delaware River, which is different from most 
undertakings of that nature, in that the entire matter was handled 
by the State highway department in the same manner as a separate 
authority does in many States on toll roads and so forth. 

Do you think that covers the situation, sir? 

Mr. Cievencer. think so. 


Mr. Murray. Mr Chairman, I think maybe other people may not 
know United States Route 113 in Delaware is known by a different 
name. 

Mr. bu Pont. It is U. S. 113. 

Mr. Murray. The Du Pont Highway. 

Mr. pu Pont. It was subsequently named after my father. 

Mr. CLevencer. Those of us who have served for some time on 
this committee became unusually fond of Mr. MacDonald. Of 
course, there was a feeling of sadness as we reached the point where 
he had to leave, but I am sure there has been a good selection made to 
take the place of a very wonderful fellow. e liked him. He was 
always frank and forthright with the committee. We hope that our 
association with you will be just as friendly as it was with Mr. 
MacDonald. 

Mr. pu Pont. Thank you, sir. I will not serve as long; age pre- 
cludes that. 

GENERAL STATEMENT 


Mr. Cievencer. You have a general statement? 

Mr. pu Pont. Yes, sir; I have a prepared statement. 

Mr. CLevencer. You may offer that for the committee, if you 
want, and discuss some highlights of it. 

Mr. pu Pont. May I put it in the record and just make a few 
brief comments on it? 

Mr. CLEevENGER. Yes. 

(The statement is as follows:) 


SumMARY STATEMENT OF FEDERAL Highway PRoGRAM 


I appreciate the opportunity of appearing before this committee for the first 
time. As you know, I was appointed Commissioner to succeed Mr. MacDonald 
after the committee had held hearings on the 1954 budget estimates. I have read 
the fine tribute paid to Mr. MacDonald by members of this committee on his last 
anprerence here. We hope to continue to merit the confidence of this committee. 

ince becoming Commissioner on April 1, 1953, I have personally visited 24 
State highway departments. By the end of this fiscal year I hope to have visited 
allofthem. Each of the deputy commissioners on my staff made an extensive field 
trip during the past summer. The objectives of these visits are to pay & couriesy 
call and to secure firsthand information regarding the States problems and how 
Public Roads may best cooperate with the States. 

As a result of these visits additional authority is being delegated to the District 
engineers who have the day-by-day contact with the State highway departments. 
More emphasis will be placed on State initiative and a greater reliance on the 
effectiveness of State highway department operations. 


HIGHWAY DEFICIENCIES 


As you gentlemen know, the Bureau of Public Roads has no legislative or policy 
responsibilities in the determination of what the Federal-aid highway program 
should encompass. Extensive hearings were held during the last session of 
Congress by the Subcommittee on Roads of the House Public Works Committee 
on the subject of Federal aid for highways. 

At these hearings the Bureau of Public Roads furnished the committee some 
factual data relative to what had been accomplished with Federal funds in improv- 
ing the national system of interstate highways. A survey requested by the 
Con and reported by the Bureau of Public Roads under the title, Highwa 
Needs of the National Defense, in 1949 indicated a need for improvements esti- 
mated to cost $11,266 million to bring this 37,800-mile system up to adequate 
standards. Subsequent to this estimate all roads in the system have been sub- 
jected to increased traffic volumes and heavier loads growing partly out of the 
defense effort with the result that some previously adequate sections have become 
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obsolete. In addition, unit costs of highway construction have increased about 
11 percent since the 1949 estimate was made. 
ince the end of World War II (to December 1, 1953) plans have been approved 
under the Federal-aid program for 8,523 miles of interstate system improvements 
including 2,926 bridges over 20-foot span. These improvements have a total 
estimated cost of $1,619 million, of which $820 million are Federal funds and 
$799 million are matching funds provided by the States. A little more than one- 
third of the total Federal-aid primary and urban funds allotted to approved 
projects since World War II have gone into interstate system improvements. 
Improvements financed from Federal-aid and State matching funds account 
for a major part of the reconstruction work undertaken on routes comprising the 
Federal-aid primary highway system. This system of principal through-high- 
ways was first designated in 1921 pursuant to congressional action and has subse- 
uently been improved with the aid of continuing Federal fund allocations. 
ter extensive hearings, Congress in 1944 extended Federal aid to a system of 
important secondary roads and to arterial streets in urban areas including all 
cities and other urban places of 5,000 or more population. 
The Federal-aid systems on July 1, 1953, had mileages as follows: 


Federal-aid primary highway system: 


Interstate system (part of the Federal-aid primary highway system): me 
Federal-aid secondary highway system___________.__._.-.-__-__--_- 460, 002 


The Federal-Aid Highway Acts of 1944, 1948, and 1950 authorized Federal-aid 
highway funds for the three classes of improvement as follows: primary, 45 per- 
cent of total funds; secondary, 30 percent; and urban, 25 percent. The 1952 act 
authorized funds for continuing the former program with an additional new 
authorization for the interstate system. The authorizations were as follows for 
each of the fiscal years 1954 and 1955: 


Million 

dollars 


Under the Federal-sid program financed from funds made available since 
World War II, 133,742 miles of highways and streets had been completed and 
opened to traffic as of December 1, 1953. Included in this total were 21,942 miles 
completed during the fiscal year 1953 (exhibit 1). The total mileage completed 
to date under this program is as follows for each Federal-aid highway system: 


Federal-aid primary highway i rural and urban................ 42, 489 
Interstate system (part of the Federal-aid primary highway 
Federal-aid secondary highway system--_-_.._......_..-------------- 91, 253 


On December 1, 1953, an additional 10,860 miles were under construction, plans 
had been approved for 3,418 miles on which work had not yet begun, and another 
9,412 miles had been programed for construction (exhibit 2). These improvements 
are estimated to cost $2,115,237,000 including Federal funds of $1,073,214,000 
(exhibit 3). Payments of Federal funds for work done on projects under con- 
struction or completed totaled $496 million during the fiseal year 1953 (exhibit 4). 
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Federal-aid highway funds for the fiscal year 1954 were apportioned to the 
States effective November 1, 1952. Unprogramed balances of apportioned funds 
amounted to $170,395,472 on December 1, 1953 (exhibit 5). Federal-aid funds 
authorized for the fiscal year 1955 were apportioned and made available to the 
States effective January 1, 1954 (exhibit 6). 


FOREST HIGHWAY PROGRAM 


Federal funds for the construction of main roads through the national forests 
are authorized in Federal-aid highway legislation. Forest highway funds of 
$22,500,000 for fiscal year 1954, authorized by the Federal-Aid Highway Act of 
1952, were apportioned effective November 1, 1952. Forest highway funds 
authorized by the 1952 act for the fiscal year 1955 of like amount were appor- 
tioned effective January 1, 1954 (exhibit 7). 

Nearly three-fourths of the mileage of forest highways are connecting links in 
the Federal-aid primary or secondary highway systems. Over 800 miles are a 
part of the interstate highway system. The remaining mileage comprises routes 
on State highways or county or local roads. Because of the importance of forest 
highways to the States, substantial amounts of State funds are frequently used 
along with Federal-aid and forest highway funds in improving routes included in 
both systems, although matching of forest highway funds is not required. The States 
customarily assume responsibility for maintaining forest highway improvements 
following a 2-year post construction period, thus conserving Federal funds for 
construction purposes. 

Deterioration and obsolescence, plus increased usage and greater frequency of 
heavy loads, make it increasingly difficult for the States to make improvements 
needed to keep up with service requirements on forest highway routes. 

Improvements were completed on 475 miles of forest highways during the 
fiscal vear 1953 at an estimated total cost of $19,794,231 including $19,008,612 of 
forest highway funds. On December 1, 1953, forest highway projects having a 
total length of 311 miles were under construction, an additional 176 miles were 
approved but not yet under construction, and 381 miles had been programed for 
construction (exhibit 8). 

On December 1, 1953, projects had been programed but not advanced to the 
construction stage in the amount of $18,355,635. A balance of $4,740,780 of 
the authorization of 1954 remains available for programing. The details by 
States are shown in exhibit 9. , 


ACCESS ROAD PROGRAM 


No estimate is provided in the Department of Commerce submission for 
continuing the access-road program. Since the need for these roads is generated 
by traffic to military installations, Atomic Energy Commission plants, and to 
sources of strategic raw materials, it is expected that in the future this item will 
be budgeted by the agency responsible for the defense facility. 

Available appropriations to Public Roads of $42 million have been fully allotted 
to projeets with the exception of a reserve for contingencies. In addition, the 
Atomic Energy Commission has transferred $8,941,000 for access roads to its 
installations in Pike County, Ohie, and Arco, Idaho. 

Details by States of access-road projects and the status of financing the improve- 
ments as of December 1, 1953, are shown in exhibit 10. A summary of such 
projects by defense areas served is shown in exhibit 11. 


FEDERAL-AID HIGHWAY ESTIMATE 


The Federal-aid highway estimate is to a large extent predetermined by the 
Congress through its approval of the biennial Federal-Aid Highway Act. The 
annual authorizations which are apportioned among the States in accordance 
with the formulas prescribed by the Congress determine the dimensions of the 
program. The budget estimate reflects the amount of cash which we estimate 
will be required in the budget year to reimburse the States for work done on 
approved projects. The budget estimate for 1955 provides for the program 
going forward at approximately the authorized level. During fiseal year 1953 
plan approvals amounted to $529 million. The plan approval estimates for 1954 
and 1955 are $550 million and $560 million, respectively. 

The appropriation or expenditure estimate is based on the time interval or 
lag between plan approvals and payments for work done. The alleviation of 
critical material shortages during the fiscal year 1953 resulted in a reduction of 
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the time lag from plan approvals to payments from 17 months on July 1, 1952, 
to 16 months on July 1, 1953. The estimate of $555 million for fiscal year 1955 
is based on anticipated continuation of the 16-month lag that prevailed on 
July 1, 1953. 

Expenditures during this fiscal year to January 1 have amounted to $341,- 
500,000. At the present time it appears that the current appropriation of $475 
million will be exhausted by about the middle of next May and that a supple- 
mental appropriation of $65 million will be needed to reimburse the States for 
work done on approved projects during the fiscal year 1954. 


FEDERAL-AID ADMINISTRATION 


Through consolidation of field divisions, delegation of additional authority to 
district offices, and other economy measures we expect to operate on an adminis- 
trative budget of $11,945,471 this fiscal year and $11,734,000 during the budget 
year. Primarily by not filling vacancies that occur through retirements, transfers, 
ete., the number of employees is being reduced. Average employment in the 
budget year is estimated to decrease to 1,848 compared with 1,887 in the current 
year. inal decisions in respect to the number of field offices, staffing require- 
ments, organizational structure, etc., cannot be made until Congress has deter- 
mined the future policy and legislative provisions relating to Federal aid for 
highways for fiscal years 1956 and 1957. 


FOREST HIGHWAY ESTIMATE 


The forest highway estimate of $10 million is a reduction of $5 million below 
the current appropriation. It represents a substantial reduction in the program 
which has been operating in prior years at approximately a $20 million level. 
After taking the $10 million estimate into consideration there will remain unap- 
propriated $43,400 000 of the authorization provided by the Federal-Aid Highway 
Act of 1952. Reduction of the forest highway program due to general economy 
measures will particularly affect the 11 Western States and Alaska where 87 
percent of the national forest areas are located. 


INTER-AMERICAN HIGHWAY 


The estimate for continuing the survey and construction of the Inter-American 
Highway is the same as the current year. It is expected that the principal part 
of the estimate will be used to continue operations in northern Costa Rica where 
there is still an impassable gap of 13 miles and 36 additional miles under con- 
struction. 

RAMA ROAD 


The estimate of $1 million for this project is the same as the current year. 
There remains to be completed on this project 62 miles of grading, drainage and 
bridges plus surfacing of the entire length of 158 miles. 


3 
r 
f 
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Exursit 1.—Federal-aid highway projects completed during the fiscal year 1953 


Number of railway- | Number of 
y grade 
grade sepa- 
State Mites Npmper of ration 
structures 
recon- 
Eliminated | Protected stracted 
170.7 
652.0 
869.7 
322.9 
620.7 
280.0 
41.8 
18.3 
537.7 
314.2 
395.7 
1, 628. 3 
239.6 
320.7 
212.7 
114.6 
26.7 
420.1 
957.1 
610.0 
1, 765. 4 
130.7 
42.4 
496. 2 
343.5 
114.7 
648.8 
220. 4 
District of -2 


- 
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Exuisir 2.—Mileage of active Federal-aid highway projects as of Dec. 1, 1953 
Mileage 
Und Approved for. 
Jnder con- pprov or 
struction construction } Programed Total 
397.4 114.6 196.3 | 708. 3 
Arizona...... 83.7 10.0 58.5 152. 2 
rkansas....... 171.8 181.8 324.0 677.6 
California. 230.0 7.4 41.9 299.3 
Colorado... 208. 5 23.3 90.1 321.9 
Connecticut 25.9 .9 3.0 29.8 
Florida__- 257.8 124.7 | 193.5 576.0 
Georgia. 415.2 122. 1 392.0 929.3 
Idaho....-. 152.5 25.4 113.8 291.7 
Illinois 336.9 26.1 191. 4 554. 4 
Indiana__.. 54.7 46.6 137.0 238. 3 
711.0 105. 6 296.1 1,112.7 
Kansas_.... 690.8 280. 9 882.4 1,854.1 
Kentucky-__- 212.9 76.7 104.1 393. 7 
uisiana._.. 148.4 24.8 139.1 312.3 
Maine. .....- 108.1 1.2 37.0 146.3 
Maryland... 39.3 17.1 41.8 98. 2 
23.9 14.2 6.6 4.7 
Minnesota... 292.5 41.6 800. 3 1, 134.4 
Mississippi. 510.0 129.4 307.9 947.3 
Missouri - - - 392.7 89.1 755.9 1, 237.7 
Montana._- 230. 9 76.7 301.0 608. 6 
Nebraska - 217.0 103. 8 696.8 1,017.6 
Nevada........-. 89.7 13. 2 95.7 198. 6 
New Hampshire 19.9 5.2 10.0 35. 1 
24.1 4.3 7.8 86. 2 
181.5 65.7 48.2 295. 4 
476.9 35.9 96. 2 609.0 
North Carolina. 375.1 55.5 357. 2 787.8 
North Dakota................- 351. 2 112.7 498.6 962.5 
49.5 91.8 237.4 
cons 178. 2 103. 4 180.7 462.3 
147.8 9.8 51.8 209. 4 
Pennsylvania. 169. 5 56.1 4.1 229.7 
i Rhode Island_-___.-..-..---- 19.4 5.3 26.4 51.1 
; 253. 5 154. 2 188. 2 595.9 
392.2 59.5 332. 6 784.3 
1 267.5 188.7 277.6 733.8 
"i 746.9 465.0 7.3 1, 219. 2 
x 164.7 20.2 27.4 212.3 
32.7 7.4 33.3 73.4 
+ 158. 1 77.5 141.3 376.9 
(i 119.0 31.8 130.0 280. 
95. 2 2.9 39.8 137.9 
é 195. 9 81.0 145.4 422.3 
143.5 12.6 23.1 179. 2 
a 13. 4 3.0 4.8 21.2 
3.1 .8 5.0 8.9 
40.7 2.1 49.1 91.9 
10, 860. 3 | 3, 418.3 9, 412.3 23, 690.9 


ExuiBit 3.—Status of active Federal-aid highway program as of Dec. 1, 1963 
[Thousands of dollars] 


Approved for 
Under construction construction Programed Total 


Federal fund 


Total Federal Total Federal Total Federal Total Federal 
cost funds cost funds cost funds cost funds 


257,757 | 101,026 52,158 | 186, 240 99, 201 791, 084 409, 206 
121, 948 80, 359 41,252 | 168, 900 87, 413 489, 173 250, 613 
258,398 | 122,149 57,7 153, 418 80, 318 802, 37 396, 515 

10, 088 5, 473 2, 755 6, 742 | 4, 037 32, 603 16, 880 


648,191 | 309,007 | 153, 964 515, 300 | 271,059 | 2,115, 237 | 1, 073, 214 


41956—54——-18 


Primary...........| 503,818 | 
Secondary.........| 239,914 
526, 810 
Interstate 20, 388 | 
——— 
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Exuipir 4.—Federal-aid expenditures, by States during the fiscal year 1953 


Alabama... 
....... 
Arkansas... 

California 
Colorado. 
Connecticut i 
Delaware__ 
Florida 


. 
Maine. 
Maryland 
Massachusetts_ 
Michigan 
Minnesota 
Mississippi 
Montana. 
New 
New 

New York 
North Carolina_____- 
North 


Rhode Island 
South Carolina 


District of Columbia... 
Puerto 


Secondary 


Urban Interstate Total 
$3, 552, 373 , 343 258 $7, 817, 974 
4, 422, 523 1, 792, 761 320, 72 $46, 645 6, 582, 658 
4, 249, 843 3, 073, 374 346, 8 ey We 7, 670, 071 
11, 496, 743 5, 581, 904 13, 957, rt Leeesrisss 31, 036, 208 
3, 389, 270 2, 601, 304 | 4, | a 6, 634, 456 
1, 784, 186 780, 220 1, 528, 073 4,092, 479 
1, 373, 529 1, 056, 027 2, 432, 275 
2, 711, 735 2, 507, 304 1, 498, 497 exe , 717, 536 
5, 391, 770 4, 876, 166 S 2) 11, 654, 048 
2, 696, 799 2, 437, 680 236, 704 | -- 5, 371, 183 
15, 613, 142 3, 851, 406 8, 499, 310 27, 963, 858 
7, 717, 154 2, 936, 787 SRUUEAGEE Beccocceacse 13, 241, 002 
5, 699, 380 4, 618, 770 990, 406 11, 209, 556 
5, 806, 900 3, 933, 718 1, 697, 682 |__ 11, 438, 300 
3, 622, 208 3, 745, 966 847, 558 > 8, 215, 732 
4, 329, 614 2, 721, 152 7,821, 771 
2, O77, 445 1, 858, 629 135, 718 4, 071, 792 
1, 598, 662 729, 814 1,819, 049 4, 142, 525 
2, 483, 202 1, 146, 158 4, 117, 650 7, 747, 100 
7 789, 041 4, 929, 490 ES 18, 354, 900 
7, 010, 953 4, 480, 815 13, 673, 892 
3, 307, 236 3, 881, 678 7, 107 7, 696, 021 
7, 521, 233 5, 073, 336 1, 970, 386 14, 564, 955 
4, 378, 092 2, 886,174 373, 035 
4, 189, 376 2, 509, 189 3, 586 
2, 991, 453 1, 584, 186 121, 036 
949, 706 983, 804 292, 882 
3, 835, 470 1, 010, 481 4, 772, 299 
4, 046, 125 3, 622, 581 447,! 
8, 550, 767 5, 882, 456 10, 764, 155 
4, 497, 898 4, 374, 904 385, O80 
4, 325, 392 3, 206, 853 358, 842 | _ 
9, 001, 710 5, 376.744 7, 956, 076 
4, 983, 537 3, 438, 599 1, 314, 729 
4, 479, 184 3, 599, 432 897, 605 
7, 799, 156 3, 979, 259 8, 038, 673 
949, 383 930, 439 1, 921, 418 
2, 429, 207 2, 496, 612 959, 802 
4, 147, 152 3, 634, 135 234, 111 
5, 100, 935 4, 543, 527 1, 047, 462 
12) 987, 950 8, 720, 780 4, 897, 000 
3, 076, 519 2, 159, 067 704, 358 
1, 170, 367 1, 056, 865 117, 474 
5, 717, 722 4, 969, 337 616, 395 
3, 965, 339 2, 985, 637 1, 670, 499 |... 
1, 807, 825 1, 507, 249 1, 068, 884 
7, 864, 702 4, 662, 4 3, 051, 108 
2, 832, 041 1, 786, 496 
951, 352 716, 745 
162, 925 413, 691 70, 
, 569 1, 075, 2, 758, 415 
233, 678, 885 | 156,174,205 | 106, 174, 952 59,348 | 496, 087, 390. 


State 
om | 
Kansas : 
Washington 
! 
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Exuipit 5.—Unprogramed balances of ~ eae highway funds as of Dec. 1, 
19 


Primary | Secondary 


State Urban Interstate | Total 
$410, 465 | $1, 662, 467 $3, 098, 395 $7, 984 | $5, 179, 311 
ick 929, 869 5, 204, 43 104, 904 2 114, 719 
893, 407 487, 701 454, 350 23% 1, 835, 960 
Connecticut_-_._......._. 10, 851 1, 182, 776 5, 465, 6 12, 383 6, 671, 658 
249,477 | 1,155, OF7 509, 783 1,914, 317 
Florida_. " 1, 991, 637 741, 512 966, 989 | 392, 822 4, 092, 910 
Georgia......-. 1, 291, 996 98, 939 2, 241, 41, 398 3, 673, 518 
325, 431 1, 192, 187 668, 75 2, 186, 472 
457,664 | 7,197,015 586, 4: 8, 241, 110 
Indiana _| 6,340, 994 3, 297, 816 586, 10, 522, 788 
194, 721 1,034, 8'8 466 643 2, 051, 392 
221, 641 2, 40%, 477 2, 817, 981 
Kentucky 1, 382, 124 895, 744 17, 643 2, 747, 694 
179, 394 241, 615 8, 535 1, 769, 782 
Maine_- 208, 6&2 51,175} 734,208 94, 125 
Maryland......__._____- 2, 043, 318 470, 344 8, 290, 750 
Massachusetts_...._____ 995, 571 880, 188 318, 932 4,214,315 
Michigan _. one 436, 780 1,014,0,2 20, 950 1, 935, 905 
Minnesota....._---____- 259, 611 2, 320, 219 2.2, 449 4, 355, 409 
Mississippi. - 297, 302 170, 035 L 098, 151 
Missouri 4, 788, 535 55, 293 6, 222, 041 
Montana....-. 7 1, 862, 029 69, 471 3,7 721, 319 
Nebraska 2 4, 143, 7 483, 631 6 402, 761 
Nevada 7, 575 1, 556, 902 sue 2, 482, 841 
New 3, 126 775, 307 119, 432 2, 927, 064 
New Mexico__- 132, 830 44, 986 948, 716 
| 86 1, 751, 791 405, 061 13, 951, 573 
North Carolina 4, 56 289, 279 617, 527 2, 998, 607 
588, 299 1, 546, 454 88, 076 2, 823, 647 
778, 737 2, 515,098 | 1,733,411 |-..-_- 5, 027, 246 
1, 819, 558 | 2, 161, 581 8,018 | 5,002, 406 
Oregon _...... 427, 699 16, 807 396 1, 088, 722 
Pennsylvania 189, 278 544, 294 - 2, 299, 557 
Rhode Island 552, 552 272, 241 121, 250 1, 907, 207 
South Carolina 1, 578, 967 95, 743 335, 960 2, 759, 033 
South Dakota 92, 686 429,656 | 307,390 |.-___- ‘ 829, 732 
= 653, 172 711,368 294, 105 3, 390, 687 
ya 182, 450 5, 880, 950 1, 146, ¢ 37, 415 7, 247, 099 
303, 416 349, 505 1, 368 654, 289 
Vermont. --.-- 102, 731 92, 855 329, 66, 432 591, 086 
Virginia. _____- 52, 308 449, 523 11, 66 |------ 513, 492 
pO RR RE Pd 64, 229 708, 029 153, 646 | 101, 673 1, 022, 577 
1, 298, 280 | 2, 458, 105 146, 678 |.-.-.. 3, 903, 063 
3, 629 1, 115, | 591, 968 3, 149, 442 
Wyoming 249, 778 69, 333 | Seeger 359, 210 

300, 782 886, 531 65, 860 1, 253, 173 
District of Columbia... 295, 223 144, 745 309, 121, 250 870, 381 
1, 230, 606 1, 864, 902 554. 3, 6 9, 755 

44, 484, 916 | 68, 401,929 | 51,563,844 | 5, 944, 783 | 170,395, 472 


| 
4 


8525 


Total 
($575,000,000) 


Interstate 
system 


($137,500,000) | ($25,000,000) 


aa ff 


Urban 


highways 


roads 


($247,500,000) | ($165,000,000) 


or feeder 


Secondary 


148 || West Virginia....___- 


year 1955 
425 || Virginia... 
995 || Washington 


51 
8 
240, 
309 


highway 


system 


Exursit 7.—Apportionment of forest highway funds for the fiscal year 1955 


i 
3 


South 


a 
274 
i 
EXHIBIT 
Primary | 
= 
= | 
67, 190 $536, 065 $11, 
Arkansas 4, 099, 54, 576 417, 845 8, 
11, 302, 90, 492 1, 156, 953 30, 
4, 430, 21, 056 451, 275 8, 
eR BE 1, 596, 12, 362 163, 779 5, 
1, 206, 76, 636 121, 875 2, 
4, 000, 18, 720 408, 607 9, 
6, 093, 65, 808 621, 611 13, 
3, 035, 59, 599 308, 923 5, 
9, 485, 33, 309 970, 391 25, 
5, 844, 27, 030 596, 664 13, 
5, 946, )1, 372 605, 903 12, 
5, 975, 57, 798 608, 403 12, 
4, 538, 0, 780 463, 271 10, 
3, 836, 77, 289 391, 908 8, 
2, 065, 746 210, 595 4, 
3, 14, 329 321, 494 10, 
7, 77, 985 781, 229 19, 
6. 96, 488 650, 982 13, 
21, 925 732, 034 16, 
I an 4, 945, 17, 626 503, 085 9, 
4, 301, 91, 122 488, 697 9, 
3, 179, 2,729 323, 336 5, 
New Hampshire.-...-_.-.....-.-. 1, 206, 09, 467 121, 875 2, 
3, 183, 4, 327, 310 10, 
4, 002, 42, 407, 405 7, 
11, 573, 29, 1, 187, 586 35, 
6, 101, 33 622, 886 13, 
Norte Dakeots..................- 3, 572, 28, 363, 355 6, 
8, 586, )5, 878, 337 22, 
5, 269, 73, 536, 936 ll, 
4, 209, 1, 428, 962 8, 
9, 663, ll, 989, 979 26, 
1, 206, 4, 121, 875 3, 
South Carolina.................- 3, 315, 27, 338, 411 7, 
3, 845, il, 391, 167 7, 
5, 335, 50 544, 484 ll, 
15, 972, 52, 1, 628, 769 34, 
2, 830, , 288, 206 5, 
4, 070, 415, 444 9, 
West Virginia. ~ 2,685, 274, 317 6, 
5, 816, 593, 492 13, 
3, 070, 6, 312, 346 5, 
1, 206, 0 2, 464, 524 
District of Columbia. 1, 206, 85, 310 121, 875 3, 298, 123 
1, 278, 3, 773, 439 
Feder Federal 
State fund State funds 
39, 640 
New Hampshire. 120, 204 
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Exursir 8.— Mileage of active forest Pad construction projects as of Dec. 1, 
1953 


Mileage 


Under con- | Approved for 
struction construction 


Pennsylvania 
Rhode Island 


: PN 
dh 
i State | 
£6 13.0 5.0 12.0 30.0 
8.4 28.3 2.9 39 
.6 6.7 13.2 20.5 
Pidtdaatarssuseccaveacarticncaesopehaenenne 2.0 6.0 6.1 14.1 
310.9 175.8 381.3 868.0 
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Exnrsrr 9.—Status of forest highway funds by States as of Dec. 1, 1953 


Active 


California 
Colorado 
Connecticut 
Delaware 


Maryland_____- 
Massachusetts 


Nebraska 
Nevada a 975, 000 
New Hampshire 452, 150 
New Jersey 

New Mexico 
New York 
North Carolina 
Dakota 


Pennsylvania. 
Rhode Island - 


44, 182, 106 


\ 
Programed 7 Unprogramed 
State projects projects Total balances H 
$190, 800 $190, 800 $80, 429 
$1, 108, 000 1, 525, 500 2, 633, 500 174, 558 
470, 127 470, 127 292, 622 
head sdecsvonddediutern vasekienne 2, 221, 109 5, 696, 028 7, 917, 137 276, 053 
| 1, 260, 751 734, 413 1, 995, 164 155, 091 
280, 000 269, 500 549, 500 249, 736 
140, 504 140, 504 113, 424 
1, 792, 781 2, 603, 136 4, 395, 917 432, 947 
131, 000 131, 006 40, 247 
24, 500 621, 411 645, 911 20, 688 
| 207, 838 179, 606 387, 444 69, 632 
ee eee ae eee, 1, 875, 810 752, 701 2, 628, 511 337, 585 
27, 115 
101, 036 
287, 9388 
184, 973 
89, 099 
614 
6, 169 
Oklahoma 85, 866 | 85, 866 24, 439 
Tu wink 2, 759, 356 3, 745, 829 6, 505, 185 150, 566 
19, 000 111, 800 130, 800 15, 692 
178, 000 7, 000 185, 000 3, 109 
SES 300, 000 36, 824 336, 824 107, 931 
29, 200 198, 650 227, 850 31, 510 
626, 161 367, 488 993, 649 124, 694 
.377, 000 123, 000 500, 000 8, 854 
ee eee ore er 1, 130, 541 1, 502, 565 2, 633, 106 446, 506 
920, 603 1, 506, 000 2, 426, 603 25, 445 
935, 129 1, 769, 836 2, 704, 965 169, 250 
25, 826, 471 | 4, 740, 780 
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Exurpit 10.—Status of access-road program—Projects certified or referred for 
certification as of Dec. 1, 1958 


Certified 


| 


Certified 
d 


Certified 
t 


Total 
certified 


Additional 
oe reterrea | tions ‘under 
for certi- | investiga- 
fication 


Referred 
for certi- 


fication tion 


(number) 


Alabama___. 
Arizona 


Mississippi 
Missouri 
Montana 
Nebraska. 
Nevada 

New Hampshire 
New Jersey--_.-.- 
New 
New York_. 
North Carolina 
Dakota-. 


Haw: 

District of 
Alask 


10, 435, 376 
828 


137, 801 


$1, 105, 750 
125, 000 

2, 337, 400 
466, 050 


404, 700 


“2,177, 900 


$2, 124, 244 
125, 000 

4, 984, 785 
4, 921, 304 


1, 012, 005 
1, O12, 848 
733, 700 
12, 613, 276 
372, 828 
137, 801 


$2, 124, 244 | 

125, 000 
5, 258, 785 
4, 931, 604 


“1, 012, 005 
1, 557, 848 
967, 900 


12, 613, 276 
372, 828 
137, 801 


4, 885, 026 
984, 440 
305, 900 

5, 393, 628 

3, 463, 659 

73, 537 

2, 861, 305 

2, 609, 509 


97, O41 
“7246,000/ 


200,000 


47, 845, 598 


60, 911, 298 


4, 310, 450 7 65, 221, 748 1 She 


State | | 
financed | financed | 
10, 300 | 1 
391, 734 | 1, 800, 000 2 191, 734 | 1 
174, 106 281, 200 455, 306 188, 700 644,006 
995, 341 90,000 | 1,085, 341 26,400 | 1,111,741 1 
138, 300 389, 000 4 527, 300 
51, 786 34, 650 86, 436 86, 436 
2, 800 68, 500 71, 300 83, 500 154,800 
153, 120 305, 500 458, 620 |. 
enol 585, 048 545, 000 1 
South 4, 488, 026 397,000 | 4,885,026 
245,160 | 3,404, 909 58, 750 | 1 
Washington 2,228,949 373, 260 | 2, 602, 200 7, 300 
21, 000 225, 000 246, 000 }.......--- 1 
54, 000 146, 000 200, 000 | _- 
| 15,005, 700 — ul 
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Exuisit 11.—Status of occess-road program—Summary of projects referred for 
certification by defense areas served, as of Dec. 1, 1953 


Total cost | "ederal 


Defense Department: 
Army: 


Reservations $7, 057, 247 
4, 002,653 | 2, 237, 197 
640, 500 


9, 934, 044 


Nav 
5. 578, 885 
1, 217, 100 | 
| 1, 863, 884 


10, 697, 357 | 8, 659, 869 


12, 527, 578 | 12, 106, 079 
3, 081, 230 | 2, 670, 160 
3, 368, 127 

Total, Air Force 18, 971, 935 


Atomic Commission: 
t 


Replacement roads 325, 000 
Uranium mines 5, 812, 923 


Total, Atomic Energy 34, 651, 233 
Sources of raw materials: 


3, 800 
2, 665, 301 
Total, raw materiais 2, 669, 101 


Total, referred for certification 80, 061, 450 | 65, 221, 748 | 2, 271.7 


Mr. pu Pont. I think, in just summarizing some of the high points, 
I should say that since assuming my responsibilities last April I have 
visited some 24 of the State highway departments, as well as our own 
offices in those States.. I hope to visit all of the remainder before the 
end of the fiscal year. 

In addition to my own visits, I have adopted the policy of insistin 
that all of the Deputy Commissioners spend some time in the field, an 
they have jointly covered most of the States. They also will cover the 
entire United States before the end of the fiscal year. 

The purpose of these visits is a courtesy call, and to gather first- 
hand information regarding the problems that confront the State high- 
way departments, as well as our several offices, and also to afford them 
an opportunity to be refreshed, let us say, as to the personnel in these 
offices. 

TRAFFIC INCREASING 


There is one thing that we can be sure of, and that is that no change 
in the administration or in the Commissioner seems to affect our chief 
problem. ‘Traffic continues to increase. The number of passenger 
cars, trucks and buses is growing rapidly. : 

In the calendar year 1952 the number of motor vehicles registered 
increased by 1.4 million. For the calendar year just ended the increase 
was at least a like amount. 1953 registrations are expected to equal 
55 million vehicles. 


Number of 
105.7 6 
32.5 13 
| 13,071,382 | 139.1 19 i 
145.6 4 
19.8 i 
Air Force: 
163. 2 22 
Ir 24.5 3 
R 7.7 6 
| 195. 4 31 
Industrial sites ..-...-..-.----....-| 27, 829, 694 | 19, 716, 734 226.9 32 ; 
325, 000 12.5 3 
5, 660, 487 898. 7 ¥ 
| 26,044,029 | 1, 195.8 
| 2, 480, 539 565. 6 6 
| 2, 484, 339 565.6 6 
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The annual mileage of vehicle travel has passed the 500 billion mile 
figure. During the past fiscal year vehicle travel on all roads and 
streets increased 5.2 percent. This represents an increase of 1.7 times, 
nearly twice as much, in the traffic that we had in 1941. 

The various retarding influences that affected the progress of high- 
way construction have for the most part been overcome. Steel, which 
at one time was so short, is now in adequate supply. 


COSTS LEVELING OFF 


Following World War II the upward trend in highway bid prices 
reached a peak in the last quarter of 1948. Bid prices had been de- 
clining since that time until the summer of 1950, when the upward 
trend again occurred due to the trouble in Korea. After a drop of 
4\4 percent in the second quarter of calendar year 1953, bid prices have 
leveled off at about 222 percent as compared to the 1940 prices. 

There are now ample contractors seeking highway construction jobs. 
During the fiscal year ending last June 30, 5,090 contracts for Federal- 
aid jobs were awarded to 2,229 contracting firms, averaging 2.3 proj- 
ects per contractor. The average number of bidders per project was 
5.3, as compared to formerly 4.6 bidders, which is a healthy sign. 

Men, material, and equipment are available to expand the highway 
programe of the country. The public has loudly advocated better 

ighways, but it has not insisted upon legislative action at the various 
levels of government to provide additional funds needed for more 
rapid improvement. 


INTERSTATE HIGHWAY SYSTEM 


In an attempt to help relieve traffic congestion on the main high- 
way arteries of the country, the Bureau of Public Roads is encourag- 
ing the use of Federal-aid funds on the interstate highway system. 
A little more than one-third of the total Federal aid primary and 
urban funds allotted to approved projects since World War II has 
gone into the interstate system improvements. 

The national system of interstate highways, designated in accord- 
ance with legislative direction of the Congress growing out of delibera- 
tions of the Roads Committee, consists of 37,800 miles of highways. 
This system, including only a little over 1 percent of the total rural 
highway mileage, carried about 20 percent of the rural traffic. It is 
an important link in the production facilities of this country, forming 
as it does part of a grand-scale industrial assembly line. Uninter- 
rupted highway transport over this system is essential to our defense 
effort and to our peacetime economy. 

A survey requested by the Congress and reported by the Bureau of 
Public Roads under the title “Highway Needs of the National 
Defense” in 1949 indicated a need for improvements estimated to 
cost $11,266 million to bring the system up to adequate standards. 
While some progress has been made, increased traffic volume and loads 
growing partly out of the defense effort have made some previously 
adequate sections obsolete, and unit costs of highway construction 
have increased materially since the 1949 estimate was made. 

The progress of the Federal-aid program is covered in the statement 
and exhibits submitted for the record. It has been steadily increasing 
since the war, and now approximates the authorized level. 


| 
i 
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AMOUNT OF 1955 BUDGET 


The budget estimate for 1955 is $555 million. This is a $15 million 
increase over the appropriation estimate of $540 million for 1954 
when the supplemental estimate of $65 million for this year is included. 

Our other budget estimates are $10 million for forest highways and 
$1 million each for continuing the survey and construction of the 
Inter-American Highway and Rama Road 

We are securing some economies through consolidation of divisions 
both in the Washington office and in the field. We expect to operate 
on an administrative budget of $11,945,471 this fiscal year and 
$11,734,000 during next fiscal year, beginning July 1. 

Average employment for the fiscal year beginning July 1 is expected 
to decrease to 1,848 persons, compared to 1,887 carried in the budget 
for the current year. This reduction in the number of employees is 


being accomplished primarily by not filling vacancies that occur 
through retirements, transfers, et cetera. 
I think that covers the field pretty completely. 


Feperat-Aip Highways 


Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate 

Applied to contract authorization 

Contract authorization (permanent definite) - 

Prior year balance available (contract authorization) 
Recovery of prior year obligations. _ - 
Reimbursements from non- Federal sources 
Reimbursements from other accounts 


Total available for obligation. 
Balance available in subsequent year (contract authorization). 
U ae balance, estimated savings (contract authoriza- 
t 


$510, 000, 000 


$475, 000, 000 
—475, 000, 000 
585, 000, 000 
734, 684, 114 


$555, 000, 000 
—555, 000, 000 
10, 000, 000 
732, 118, 215 


1, 275, 939, 899 
— 734, 684, 114 


1, 319, 714, 114 
—732, 118, 215 


— 22, 650, 428 


742, 133, 215 
—160, 399, 215 


—7, 000, 000 


541, 255, 785 


564, 945, 471 


574, 734, 000 


Norte.—Reimbursements from non-Federal sources above are derived from the International Bank for 
Reconstruction and Development pursuant to 64 Stat. 204-209, and from the proceeds of sale of personal 


property (40 U. 8. 481 (¢)). 


Obligations by activities 


Description 


1953 actual 


1. Grants for construction: 
(a) Primary 
(6) Secondary roads 
(c) Urgan arterial routes 
(d) Interstate highway 
(e) Flood damage restorage 
2. Administration 


182 


12, 055, 028 


5AL, 255, 785 


{ 
000, 000. | 
_........| 585, 000, 000 
_...----| 690, 839, 715 
nae 71, 973 15, 000 | 15, 000 
— 
1954 estimate | 1955 estimate 
$230, 000,000 | $230, 000, 000 
165, 000,000 | 165, 000, 000 
154, 646, 511 | 140,000,000 | 140, 000, 000 
9,018,079 | 15, 000, 000 25, 000, 000 
2, 347, 474 3, 000, 000 3,000,000 
Obligations incurred... |-«4564, 945,471 | 574, 734, 000 
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Obligations by objects 


| 1954 estimate | 1955 estimate 


Object classification 1953 actual 


‘Total number of permanent positions 
Full-time equivalent of all other eon 
Average number of all employees 


| 
| 
BUREAU OF PUBLIC ROADS | 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade. 
Crafts, protective, and custodial grades: 
verage salary. 


Personal services: 
Other positions. 72, 035 | 
Regular pay in excess of 52-week base - 39, 493 | 
Payment above basic rates d 37, 308 } 


Total personal services._..__._.....-................] 10, 262, 87 79 | 10, 250, 000 
Travel 496, 000 
‘Transportation of things. - 33, 82 48, 000 
Communication services 119, 000 
Rents and utility 16 245, 000 
Printing and reproduction. 884 | 86, 000 
Other contractual services... 57, | 368, 000 
Supplies and 190, 000 
Equipment. 929 | 92, 000 
Grants, subsidies, and contributions __- : 553, 000, 000 563, 000, 000 
Refunds, awards, and 2, 000 2, 000 
Taxes and assessments y 9, 000 9, 000 


Obligations incurred. -_...........-.--.....-.-.......---| 541, 067,418 | 564, 905, 000 574, 730, 000 


ALLOCATION TO NATIONAL BUREAU OF STANDARDS, 
DEPARTMENT OF COMMERCE 


07 Other contractual services (obligations incurred) 


ALLOCATION TO COAST AND CEODETIC SURVEY, DEPARTMENT 
OF COMMERCE 


‘Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average grade 


Personal services: 
Other positions 
Payment above basic rates 


‘Total personal services 
Travel 
Supplies and materials____- 
Equipment 
Taxes and assessments 


Obligations incurred 179, 798 


ALLOCATION TO LIBRARY OF CONGRESS 


ener services: Permanent positions (obligations in- 


SUMMARY 


Total number of permanent positions 
Full-time equivalent of all other positions_.- 
Average number of all employees 


Average salaries and grades: 
General schedule g:ades: 
Average salary 
Average grade 
Crafts, a and custodial grades: 


{ 
| 
1, 960 | 1, 980 1, 898 
19 | 15 15 
1,919 | 1, 880 | 1, S48 
SSS 
abtetitied sects $5, 448 | $5, 542 | $5, 606 
GS-8.1 GS-8.1 GS-81 
$3, 093 $3, 141 $3, 204 
CPC-4.1 CPC-41 CPC-4.1 
01 
$10, 114, 000 $10, 024, 000 
57, 000 57, 000 
38, 000 38, 000 
41, 000 | 41, 000 
I 8, 070 | 7, 222 | 4, 000 
01 
88, 391 
10, 154 | 
33, 249 |_. 
01 | 
iceustbieanenn 1, 974 1, 980 1, 898 
40 22 15 
1, 954 | 1, 887 1, 848 
$5, 439 $5, 542 $5, 606 
GS-8.1 GS-8.1 GS-8.1 
onvaaligebcasdibean $3, 093 $3, 141 $3, 204 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
SUMMARY—continued 
01 Personal services: 
$10, 172, 547 | $10, 114, 000 $10, 024, 000 
160, 426 87, 801 57, 000 
Regular pay in excess of 52-week base. ...............- 39, 493 38, 000 38, 000 
Payment above basic rates...........-....--.-..--.-.-- 47, 462 41, 890 41, 000 
ee ee eee 10, 419, 928 10, 281, 691 10, 160, 000 
33, 824 48, 000 43, 
100, 561 119, 000 117, 000 
06 Rents and utility services...................-..-...-...... 260, 160 245, 000 242, 000 
74, 384 86, 000 82, 000 
07 Other contractual services - - 365, 150 375, 222 359, 000 
08 Supplies and materials... _--.--. 216, 394 191, 458 185, 000 
97, 769 92, 000 50, 000 
11 Grants, subsidies, and contributions. ..} 529, 200,757 | 553, 000, 000 563, 000. 000 
13 Refunds, awards, and 1,71 2, 000 
15 and 8, 375 9, 100 9, 000 
RE a ee 541, 255,785 | 564, 945, 471 574, 734, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated oeentienn, start of year: 
Contract authorization.....-__- r. 735, 862,430 | 767,018,032 | $791, 933, 503 
Obligations incurred during the year .-| 541,255,785 | 564, 945, 471 574, 734, 000 
- 1, 277, 945, 754 |1, 333, 354,021 | 1, 366, 667, 503 
Deduct: 
Obligations transferred to ‘‘Federal-aid highways, Bureau 
ublic Roads,” proposed supplemental under oxist- 

Adjustment in obligations of prior years... 
99, 503 30, 000 15, 000 
oe obligations, end of year: 

767,018,032 | 791, 933, 503 811, 652, 503 
ES ee A 509, 437,020 | 476, 390, 518 555, 000, 000 
Expenditures are distributed as follows: 
Out of ——. to liquidate prior year contract au- 

thorizat (current authorizations) ................-.-- } 509, 437, 020 { 475, 000, 000 555, 000, 000 


Mr. Cievencer. We will consider the Federal-aid highways 
request of $555 million, and will insert in the record at this point 


es 805 and 806 of the 


he information is as 


ollows:) 


Summary of requirements 


Deduct: 1954 appropriation applied to contract authorization... —475, 000, 


$475, 000, 000 


|| 

Requirements for 1955: Cash to be applied to contract authori- 

Total estimate of appropriation, 1955............-...-. 555, 000, 000 


198 000 ‘O9T ‘OL ‘T 026 ‘T 169 ‘182 ‘OT 288 096 ‘T 826 ‘61F ‘OL $96 ‘T 
‘I 000 ‘S01 ‘OT$ ‘T 868 ‘T 000 ‘E61 ‘OI$ 998 ‘T 086 ‘T 308 “692 ‘OI$ 
[BUOSIO 
queur queuL 
£61 4809 -Aojdura | suonisog 4809 -Aoidura | suon{sog 4809 -Aojduia | suor(sod 
queUul 
fo iunmung 
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EXPENDITURES BY MONTHS 


Mr. CLevencer. Will you place in the record a comparative table 
showing the expenditures by months for the first 6 months of this 
fiscal year, and also the figures for 1952, 1953, and 1954 in the Federal- 


aid pro 
Mr. 


m. 
ty Covering what item, Mr. Chairman? 


Mr. CLevenGcer. The expenditures by months in the progress of 
building roads. 
(The information is as follows:) 


Fiscal year | Fiscal year | Fiscal year 
1952 1953 1954 
$36, 417,896 | $58, 297, 737 $49, 646, 518 
50, 716,235 | 50, 344, 812 57, 255, 275 
49, 598, 657 61, 340, 703 59, 143, 035 
41, 281, 339 53, 065, 974 61, 723, 773 
263, 566 | | 28, 470, 948 55, 284, 845 
267,101,098 | 316, 143, 737 341, 548, 436 
ges , 535, 1 , 604, 
$4) 906,432 | 24, 098, 959 || 198, 451, 564 
41,025,228 | 20, 765, 421 
2 70, 571, 553 53, 770, 947 
150, 068, 594 193, 007,344 | 198, 451, 564 
417, 169,692 | 509, 151, 081 540, 000, 000 


1 Abnormally low due to shortage of funds pending enactment of 2d supplemental, 1953, approved Mar. 
} Abnormally high due to accumulation of vouchers submitted by the States in previous months. 


3 Estimate. 
‘Abnormally low due to shortage of funds pending enactment of 3d supplemental, 1952, approved June 


5, 1952, 
TOTAL AUTHORIZED FEDERAL AID PROGRAM 


Mr. CLevencer. How much of this Federal-aid program which is 
authorized has not yet been appropriated for? Do you have that 
figure for the record? 

(The information is as follows:) 

The unappropriated authorization is $1,589,051,718. This amount will 


subsequently be reduced by the proposed supplemental estimate of $65 million 
and the budget estimate of $555 million for fiscal year 1955. 


GASOLINE AND RELATED EXCISE TAXES 


Mr. CLevencer. We should like to also have information as to 
the revenue returned to the Treasury in fiscal year 1953 from the 
gasoline tax, at this point. 
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(The information was later furnished as follows:) 
Fiscal year 1958 


Gasoline, 2.cents per 208) $890, 679, 000 
Diesel fuel, 2 cents per gallon. cus 15, 091, 000 
Lubricating oils, 6 cents per gallon___._._...__...-.-.-.-..--. 73, 321, 000 
Other taxes: 
Automobiles and motorcycles, 10 percent on manufacturers’ 
Buses, trucks, and trailers, 8 percent on manufacturers’ 
Auto parts and accessories, 8 percent on manufacturers’ 
Tires, 5 cents per pound; inner tubes, 9 cents per pound - _ _- 180, 047, 000 


Mr. CLEVENGER. Mr. Bow, have you any questions of the Commis- 
sioner? 

Mr. Bow. No. 

Mr. Coon. I have some questions on the forest highway program. 

Mr. CLevencerR. Do you want to wait until we come to that? 

Mr. Coon. I think it would be better; yes. 

Mr. CLevenGerR. Mr. Rooney, have you any questions? 


TAX REVENUES COMPARED WITH EXPENDITURES FOR FEDERAL-AID 
HIGHWAYS 


Mr. Rooney. I wonder if at this point we might not have a state- 
ment with regard to revenues from taxes; the gasoline and oil tax, 
manufacturer’s tax, tire tax, and so forth? 

Mr. Dv Pont. The gasoline tax, which is 2 cents per gallon, in 
fiscal year 1953, is $890,679,000. 

The Public Roads estimate for the calendar year was $889,900,000. 

In the diesel fuel, which is 2 cents per gallon, the tax in fiscal 1953 
was $15,091,000. The estimate was $18 million by Public Roads 

The lubricating oil is a tax of 6 cents a gallon. 

Mr. Rooney. Of what year are you talking now? 

Mr. pu Pont. 1953. 

Mr. Rooney. Actual 1953? 

Mr. pu Ponr. Fiscal year. 

Mr. Rooney. Yes, fiscal year 1953. The second figure you are giv- 
ing is the estimated 1954? 

r. pu Pont. Estimated calendar year 1953. 

Mr. Crevencer. I asked for 1952. 

Mr. Rooney. Let us stay on one basis. Let us have the actual 
figures for 1953. 

Mr. pu Pont. The actual figures for fiscal year 1953? 

Mr. Rooney. Yes. 

Mr. pu Pont. The gasoline tax was $890,679,000; the diesel fuel tax 
was $15,091,000; and the lubricating oils tax was $73,321,000; for a 
grand total of $979,091 ,000. 

Mr. Rooney. What are your anticipated figures for fiscal 1954? 

Mr. pv Pont. Do you want the grand total, or the makeup of it? 
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Mr. Rooney. I think the grand total is sufficient. 

Mr. pu Pont. $981,700,000. 

Mr. Rooney. Anticipated 1954 is $981,700,000? 

Mr. pu Pont. Yes, sir, approximately. 

Mr. Rooney. In fiscal 1953 what was the actual amount expended 
by way of appropriations to the Bureau of Public Roads? 

Mr. Auten. For Federal aid highways our actual expenditures 
were around $510 million. For forest highways it was another $20 
million. And for other miscellaneous appropriations it would prob- 
ably run an additional $10 million. 

Mr. Rooney. Referring back to this figure of $979,091,000, which 
you say is the total revenue in taxes, does that include all of the taxes? 

thought the income from these taxes amounted to over $2 billion 
per year. 

Mr. pu Pont. You have other ones. For instance, there is the 
automobile and motorcycle tax, a 10 percent manufacturer’s tax. 

Mr. Rooney. We have been operating on the wrong figures. 

Mr. pu Ponr. On automobiles and motorcycles there is a 10 percent 
manufacturer’s tax, and that is $785,716,000. For buses, trailers, 
and so forth there is an 8 percent tax, for $210,032,000. For parts, 
accessories, and so forth there is an 8 percent manufacturer’s tax, for 
$177,924,000. For tires, inner tubes it is 5 cents a pound and 9 
cents a pound, respectively, for $180,047,000. That is a total of 
$1,353,719,000. That is the total of the last group. 

The grand total is $2,332,810,000. 

Mr. Rooney. Out of that there was expended for roads in that 
fiscal year about $510 million? 

Mr. pu Pont. Approximately; yes. 

Mr. Cievencer. Mr. Sikes? 


ROAD GRADE REQUIREMENTS 


Mr. Sixes. Is there an inflexible requirement on the percentage 
of grade permitted when the Bureau of Public Roads participates 
in a State highway program? 

Mr. pu Pont. No, sir. 

Mr. Stxes. Who determines the percentage of grade allowable on 
those roads? 

Mr. pu Pont. I would say that as a maximum you should not have 
anything above 5 percent. That is not always wiheted to, but it is in 
most cases; 5 percent would be the maximum, with the exception which 
only occurs, of course, in the very hilly country. 


he grades are dependent largely upon the amount of traffic and 


the speed which it is feasible to run. In other words, your sight 
distances as well as topography must be considered. You can have 
a steeper grade with email traffic and a slower speed. It is a matter 
of engineering judgment based on the terrain and the economy. 

For example, if you have a highway designed in rolling country 
for 40 miles an hour you can have more grades than if you want a 
60-mile-an-hour speed. But there is no actual standard. 

Mr. Sixes. Then there is no inflexible requirement. If the road 
meets normal safety requirements is the Bureau satisfied? 

Mr. pu Ponr. I can give you an illustration. Out in Arkansas 
they are reconstructing a road and realining it vertically and hori- 


| 
| 
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zontally to go from a 40-mile-an-hour speed to a 50-mile-an-hour 
speed, but that would double the cost of reconstruction, so they 
compromise and took 45. In other words, how much should you spend 
in order to have the added speed? It is a matter of judgment and 
agreement with the States, and so forth. 

Does that give you an answer? 

Mr. Sixes. Yes, that gives me an answer. 

Off the record. 

(Discussion off the record.) 

Mr. Srxes. That is all, Mr. Chairman. 


ADMINISTRATIVE COSTS 


Mr. Cievencer. Mr. du Pont, this $555 million, after all, is an 
educated guess, as usual, of the completions in the ensuing year? 

Mr. pu Ponr. That is correct, sir. 

Mr. CLevencer. What are you requesting for administration? 

Mr. Curtiss. $11,734,000. 

Mr. CLevencer. How much of a decrease is this below the current 
fiscal year? 

Mr. Curtiss. It is $211,471. 


NUMBER OF EMPLOYEES 


Mr. CLtevencer. What is the number of employees now? 

Mr. Curtiss. October 31 it was 1,867. 

Mr. CLevenceEr. Is that a fairly average number? 

Mr. Curtiss. That was the actual number. We are estimating an 
average number in 1955 of 1,848. 

Mr. CLevenGer. Are there any questions, Mr, Bow, so far as we 
have gone on this program? 

Mr. Bow. Not at this time. I have several questions I would like 
to ask later. 

Mr. pu Ponr. I think this fact is significant: Heretofore our ad- 
ministration cost has increased each year. It has varied materially. 
That has been reversed and we are now coming down. 

Mr. Cievencer. Mr. Coon? 

Mr. Coon. No questions. 

Mr. CLevencer. Mr. Rooney. 

Mr. Rooney. With respect to administration, what were the 
comparative figures in fiscal 1954? I am looking at page 818 of the 
justifications. 

Mr. Curtiss. $11,945,471. 

Mr. Rooney. Did I say 1954? I meant 1953. 

Mr. Curtiss. $12,055,000. That was actual in 1953. 

Mr. Rooney. How many employees were there? 

Mr. Aten. The number of employees in average employment in 
1953 was 1,919. 

Mr. Roonry. Do you have the figures for 1952 before you? 

Mr. Curtiss. I do not believe we have them here. We can put 
them in the record. 

(The information is as follows:) 


Average employment in fiscal year 1952 was 1,905. 


41956—54——-19 
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WORKLOAD 


Mr. Rooney. I wonder if we could have inserted in the record at 
this point, Mr. Chairman, the workload table at page 819. 

Mr. CLevencer. Yes, that may be inserted. 

(The information is as follows:) 


ADMINISTRATION OF HIGHWAYS 


The workload in connection with the highway program is increasing each year 
as indicated in the following table: 


Active projects Average Dollar 
as of July 1 employ- volume per 
(total cost) ment employee 


1, 696, 000, 000 
1, 739, 000, 000 
1, 865, 000, 000 
1, 920, 000, 000 


ACCESS ROAD IN SCHENECTADY, N. Y. 


Mr. Rooney. By the way, what is the situation with regard to the 
ae eer you had of a year or two ago on an access road in Schenectady, 

. Y., at the American Locomotive plant? 

Mr. pu Ponr. I have not seen that one. You know the way those 
are handled. 

Mr. Rooney. You know what I am talking about, Mr. Curtiss, do 


you not? 

Mr. Curtiss. I just do not recall the details. 

Mr. Rooney. It was an access road right in the city of Schenectady 
to be built by the Federal Government with wholly Federal funds, to 
get in and out of that plant. 

Mr. ALLEN. It may be completed; it is not carried in the active 
record. We would have to look it up. 

Mr. Rooney. You may have turned it over to the Defense Depart- 
ment? 

Mr. ALLEN. We may have built it and completed it, or it may have 
been canceled. 

Mr. Roonry. Will you insert in the record the facts with regard 
to that, as to whether or not the road has been built, and if so, by 
whom and out of which funds? 

Mr. ALLEN. Yes, sir. 

(The information follows:) 

The access-road project referred to was let to contract July 22, 1952, and com- 
pleted June 26, 1953. The improvement consisted of 0.8 of a mile of bituminous 
concrete at an estimated cost of $86, 505. Construction was performed by the 
New York State Highway Department with reimbursement to the State by 
Public Roads from access-road funds appropriated pursuant to section 12 of the 
Federal Aid Highway Act of 1950, as amended, The improvement provides 
access to the American Locomotive Co. testing field for the field testing of tanks 
being built by the American Locomotive plant in Schenectady under a defense 
contract. 

Mr. Roonry. That is all, Mr. Chairman. 

Mr. CLevencer. Mr. Preston? 

Mr. Preston. No questions. 


Fiscal year 


Mr. CLEVENGER. Mr. Sikes? 
Mr. Sikes. No questions. 


ANNUAL REPORT 


Mr. Bow. Mr. Chairman, may I make inquiry as to whether or 
not the report as required by section 20 of the Highway Act has 
been filed with the Congress on the first Monday of January of 
this year? 

Mr. pu Ponv. Is that the annual report, sir? 

Mr. Bow. Yes. 

Mr. pu Ponv. Yes, sir. 

Mr. Bow. Does it show many of these things that are being dis- 
cussed here now as being contained in that report? 

Mr. pu Ponr. It is very comprehensive. I believe so. I do not 
know whether it would refer to that particular access road, 

Mr. Bow. It provides for showing— 

The status of each project undertaken, the allocation of appropriations, an 
itemized statement of the expenditures and receipts during the preceding fiscal 
year under this chapter, an itemized statement of the traveling and other 
expenses, including a list of the employees, their duties, salaries, and travel- 
ing expenses, if any—— 

It seems to me that that requires a very comprehensive report to be 
filed. Frankly, 1 have not seen it. 

Mr. Murray. It was sent out of the Secretary’s office in early 
January. 

Mr. pu Pont, Yes; it has been sent. 

Mr. Murray. To the Speaker and the President of the Senate. 

Mr. Bow. I think it would be a fine thing to send to the members 
of this committee. There are a lot of those things I have never seen. 
Of course, it may be too big. 

Mr. pv Ponr. It is about that big, sir [indicating]; a quarter of an 
inch thick. 

Mr. Bow. A quarter of an inch thick. It has a list of all the 
employees, their duties and their salaries? 

Mr. pu Pont. No, not as individuals. 

Mr. Bow. The statute provides for that. Would you see that I 
get a copy of that, please? 

Mr. pu Pont. Yes, sir. 


RELATIONS WITH STATES AND MUNICIPALITIES 


Mr. Bow. Now I should like to ask at this point, Mr. Chairman, 
if I may, another question. 

Is there any control that the Commissioner has over the use of 
funds in the State as they relate to municipalities? 

Mr. pu Pont. The method of operation there is that we have no 
actual connection with the municipality. We have to deal with the 
State highway department. There usually is effected an arrange- 
ment between the State and the municipality in question. Our 
dealings are purely with the State highway department. 

Mr. Bow. But you could withhold approval of the planning of the 
State if you felt that in their planning they were not doing the proper 
job on the highways within the municipalities? 
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Mr. pu Pont. Yes, sir. 

Mr. Bow. I bring to your attention the fact that in the State of 
Ohio the State highway department is refusing to allocate any Fed- 
eral aid in the municipalities where the municipalities are not match- 
ing the State dollars, which has created a situation where many bank- 
rupt municipalities with very important highways are having no aid 
granted by the State of Ohio, although the gasoline tax and other taxes 
which go to the payment for motor-vehicle taxes are being collected 
in the amount of millions of dollars. But the State has said that be- 
cause the municipality cannot match the money they will give them 
no Federal aid. 

Have you any comment to make about that, Mr. du Pont? 

Mr. pu Pont. We would have no control and we could not force the 
State highway oe. to cooperate with any municipality. 

Mr. Rooney. You can only do business with the State? 

Mr. pu Ponr. With the State highway department; yes, sir. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Bow. That is all I have, Mr. Chairman. 


Forest Hicuways 


Amounts available for obligation 


1954 estimate | 1955 estimate 


Appropriation or estimate 

Applied to contract authorization 

Contract authorization (permanent definite 

Prior year balance available (contract authorization) 
Reimbursements from non-Federal sources 
Reimbursements from other accounts q 900, 000 


Total available for obligation 46, 639, 126 
Balance available in subsequent year (contract authorization) . —45, 709, 126 | —38, 709, 126 


Obligations incurred 15, 930, 000 


$10, 000, 000 
—10, 000 


709, 126 
30, 000 


Notge.—Reimbursements from non-Federal sources above are derived from State and local governments 
pursuant to Public Law 195, 83d Cong. (67 Stat. 383), and from the proceeds of sale of personal property 


(40 U. 8. C. 481 (¢)). 
Obligations by activities 


Description 


1953 actual 


1954 estimate 


1. Construction of forest highways. 


2. Administration 


$20, 392, 925 
602, 949 
104, 018 


$15, 172, 330 
660, 000 
97, 670 


21, 099, 892 


15, 930, 000 


| 1953 actual 

7, 980, 000 
— 1965 estimate 

3. Forest Service administration.....................-....---- | 75, 000 
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Obligations by objects 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


BUREAU OF PUBLIC ROADS 


Total number of 
Full-time equiv: 


rmanent 


Average salaries and grades: 

General schedule grades; 
Average grade 

Ungraded peuttions: Average salary 


Personal services: 
Permanent positions 
Other positions 

Regular pa: 
Payment a 


Total personal services_- 
Travel 
Transportation of 
Communication services. 
Rents and utility services 


Supplies and materiale 
y 

Lands and structures. _ 
Refunds, awards and indemnities.- 
Taxes and assessments 


Deduct charges for quarters and subsistence_.... 


Obligations incurred 


ALLOCATION TO FOREST SERVICE, DEPARTMENT OF AGRICULTURE 


Total number of permanent positions. 
Average number of all employees 


Av Salaries and grades: 
schedule grades: 

Average 

01 Personal services: 

Permanent positions 

Other positions... __- 

Regular pay in excess of 52- 

Payment above basic rates 


Travel 
Transportation of things 
services 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary. 


$2, 571, 774 
412, 715 


7, 535 
898 


225, 100 
11, 391, 330 


19,000 


15, 832, 330 


4, 000 
16, 000 


855, 000 


15, 832, 330. 


Oe 
bg 


ent of all other positions.......- 131 115 45 
Average number of allemployees....... 724 685 520 
$4, 275 $4, 341 $4, 420 
Siacmccainpeesent $4, 823, $4, 823 $4, 823 
01 
$2, 500, 000 $2, 100, 000 
| 357, 000 142, 000 
is Of 52-week base........._._____- | 7, 500 6, 000 
3, 132, 922 3, 000, 000 2, 334, 000 
245, 569 240, 000 200, 000 
38, 359 34, 000 26, 000 
19, 030 15, 000 | 12, 000 
98, 317 92, 000 73, 000 
16, 560 16, 000 13, 000 
342, 624 313, 000 225, 000 
589, 547 487, 000 380, 000 
20, 997, 466 
| 7,008, 000 
— 
$6, 373 $6, 253 
SnGathighnwenea 419 1, 500 1, 500 
328 306 145 
1,904 1, 666 1, 205 
‘Petes 99, 735 94, 327 72, 685 
1, 954 1, 500 1, 000 
Supplies and 1, 586 1, 500 1, 000 
104, 125 97,670 | 75, 000 
Deduct charges for quarters and 
F Obligations incurred........-..---- 104, 018 97, 670 75, 000 
SUMMARY 
Total number of permanent positions._..........__._________. 694 694 631 
Full-time equivalent of all other positions..............______- 131 115 45 
Average number of all 739 699 §31 
$4, 307 $4, 441 
wataceakecen ---| $4, 823 $4, 823 $4, 823 
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Obligations by objects—Continued 


Object classification 1953 actual 


SUMMARY—Ccontinued 


Personal servi 
Other positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 
Travel 
Transportation of things 
Communication services 


Printing and reproduction 

Other contractual ser vices 
Supplies and materials 
Equipment 

Lands and structures 

Refunds, awards, and indemnities 
Taxes and assessments 


21, 101, 591 
1, 699 


21, 099, 892 


Analysis of expenditures 


1953 actual 


Unliquidated obligations, start of year: 
Contract authorization... 

Obligations incurred during the year... on 


37, 492, 183 
Deduct: 


Reimbursements. 900, 945 
Unliquidated obligations, end of year: 
Appropriations ‘ 8, 639, 480 
Contract authorizations 7, 690, 873 


Total expenditures F 20, 161, 885 


Expenditures are distributed as follows: 
Out of appropriation to —_ uidate prior year contract 
authorizations (current authorizations) 20, 161, 885 
Out of prior authorizations er 


Mr. CLevencer. The next item is for forest highways, at page 118 
of the committee print. We will insert pages 830 and 831 of the 
justifications in the record at this point. 

(The information is as follows:) 


Summary of requirements 
Appropriation, 1954 
Deduct 1954 appropriation applied to contract authorization 


Base for 1955 
Requirements for 1955: Cash to be applied to contract authoriza- 


1954 estimate} 1955 estimate 
01 
a $2, 668, 858 $2, 590, 855 $2, 169, 835 
413, 134 358, 500 143, 500 
7,863 7, 806 6, 145 
142, 802 137, 166 87, 205 
nin 3, 232, 657 3, 094, 327 2, 406, 685 
247, 523 241, 500 201, 000 
38. 423 34, 050 26, 050 
19, 031 15, 000 12, 000 
Rents and utility services 98,317 92, 000 73, 000 
16, 560 16,000 13, 000 
342,731 313, 000 225, 000 
591, 133 488, 500 381, 000 
239, 748 225, 278 175, 250 
10 4, 401, 000 
15 17,010 19, 015 16, 015 
15, 930, 000 7, 930, 000 
Deduct charges for quarters and subsistence... | hes 
Obligations | _15, 930, 000 7, 930, 000 | 
| 
| E1954 estimate | 1955 estimate 
$8, 639,480 | $2, 000, 000 
7, 690, 873 7, 690, 873 
15, 930, 000 7, 930, COO } 
930, 000 930, 000 ; 
7, 690, 873 4, 690, 873 
Re” | 21, 639, 480 12, 000, 000 | 
| 
{ 13, 000, 000 10, 000, 000 t 
‘8,639, 480 2,000, 000 
_... $15, 000, 000 
_..-. —15, 000, 000 
: 
Total estimate of appropriation, 1955......--...-.------ 10, 000, 000 


000 ‘086 ‘GT 
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LIQUIDATION OF CONTRACT AUTHORIZATION 


Mr. CLevencer. This committee has been advised in previous 
years that the Bureau of Public Roads has always held its program in 
this particular item within the appropriations granted by the Congress. 
How, then, do you account for the statement on page 837 of the 
justifications: 

The estimate of $10 million will be required primarily to liquidate contracts 
incurred in prior years. 

Mr. Curtiss. That statement should be expanded to explain that 
the contracts are let in such a way that our expenditures will not 
— the appropriated cash in the fiscal year for which it is appro- 
priated. 

Now, the law permits the executing of contracts in advance of appro- 
priations, but we do not incur a deficit during the fiscal year for which 
the funds have been appropriated. 


JUSTIFICATION FOR ADMINISTRATIVE PERSONNEL 


Mr, Cievencer. If the amount of construction is to be limited why 
do you need 91 administrative positions? 

Mr. Curtiss. Our 1954 estimate of expenditures, even though the 
appropriation was only $15 million is $21,640,000; with projects that 
carried over from 1953. 

Mr. CLevencer. You will have a certain amount carried over 
from 1954 to 1955, also. 

Mr. Curtiss. Yes, sir. 

Mr. Cievencer. You will need all these 91 positions that you 
provide for the forest 

Mr. Curtiss. I think we will. Our estimated expenditures are 
$12 million for 1955. 

Mr. CLevencer. With a decline of 33% percent in the appropriation 
it just leads to the question of whether these 91 positions might not be 
essential. 

Mr. Murray. Captain Curtiss, do you not work on this on the 
same basis as before? You ask for an amount you expect to become 
due and payable during this particular year, but you are working on 
previous years’ contracts? 

Mr. Curtiss. In the control of forest highways we do not let the 
contracts until we have a rather good idea of what is going to be 
appropriated. Then the contracts are controlled so that within the 
fiscal year our expenditures will not exceed the amount of the appro- 
priation. 
aya ee that control usually results in our carrying over some cash 

ance. 

Now, one great advantage of the authority to let contracts in 
advance of appropriations can be illustrated by going back to the 

ear when our appropriation was not finally approved until October. 

he bill had passed both Houses of Congress, but there was some 
conflict or disagreement about some item in which forest highways 
was in no way involved. So, knowing that we were fone to get that 
money, we could go ahead and let the contracts and take advantage 
of the construction season, which we could not have done without 
contract authority. We would have lost a whole year. 
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Mr. Cuevencer. Does this bear on the question I asked about the 
justification for these 91 positions? That is the question I have. 

am just offering you an opportunity to justify it. Somebody might 
question it, in view of the reduction in the appropriation. 

Mr. Auten. I would say this, Mr. Chairman: If the appropriation 
level for forest highways remains at around $10 million, coming along 
about June 30th in 1955 there will be a much greater reduction in the 
number of positions. We will go through the year, starting the year 
with 91, and if during the year the level stays around $10 million it 
will mean the reduction will be greater. 

Mr. Cievencer. Are there any other questions? 


CONTRACT AUTHORIZATIONS 


Mr. Coon. I do not fully understand this yet. 

You say the estimate of $10 million will be required primarily to 
liquidate contracts incurred in prior years. Then how much will 
there be available this year for additional contracts? 

Mr. Curtiss. For 1955? 

Mr. Coon. Yes. 

Mr. Curtiss. Substantially none for new contracts in 1955. 

Mr. Coon. None? 

Mr. Curtiss. There will be a lot of work going on. It is con- 
templated that the contracts under the $10 million will have been 
let during the 1954 fiscal year. 

Mr. Coon. Does that mean you are cutting this program off 
entirely, then? 

Mr. Curtiss. Well, we will be paying out about $12 million next 

ear. 
Mr. Coon. But there will be no new contracts let? 
Mr. Curtiss. Not during 1955 under this appropriation. 


FUTURE OF FOREST HIGHWAYS PROGRAM 


Mr. Coon. Then actually what you are doing is completely stop- 
ping this program; is that right? 

Mr. Curtiss. That is approximately it. 

Mr. Preston. What is the answer, Mr. Curtiss? I did not under- 
stand you. What was your answer to that question? 

Mr. Rooney. “ Approximately.” 

Mr. Curtiss. I said that was about it. 

Mr. Preston. You had a little difficulty getting it out. 

Mr. Rooney. Would the gentleman from Oregon yield? 

Mr. CLevenceER. We might get a little clarification of the authority 
for the appropriation. 

Mr. Roonsy. I should like to point out that this is clearly set forth 
at page 8 of the Commissioner’s statement: 

Reduction of the forest highway program due to general economy measures 
will particularly affect the 11 Western States and Alaska, where 87 percent of the 
national forest areas are located. 

Mr. Coon. I had not read that yet. He is just now telling us it 
is closing out the whole program. I am surprised. 

Mr. Rooney. And this at a time when you have about forty- 
million-some-odd dollars authorized but not yet appropriated; is 
that right? 


| 
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Mr. Curtiss. It is $53 million plus now. This $10 million would 
reduce that to the figure you mention. 
Mr. Roonny. Yes. 
NEED FOR FOREST ROADS 


Mr. Coon. Further, last year there were about $75 million worth 
of products taken off the forests. If you eliminate that program 
you are naturally going to stop a lot of this work. There will have 
to be load limits ee on some of the highways. It will cause unem- 
ployment. It will stop work out in the area where this work is being 
conducted. 

The Forest Service spends $6 million of this money back on the 
roads which meet up with the highways involved. If you stop a 
— like this you are going to paralyze to a certain extent a lot 
of that industry out there. 

My home State happens to have a good share of those forest sales 
from the forest reserve out there. That applies, of course, to all 
other States out there, also. 

I am surprised that the Bureau of Public Roads would ask for a 
- saccngmeeviagl of this program. I do not understand your reasoning 
there. 

Mr. pu Pont. I think that the problem was never evaluated with 
respect to the products. In order to bring this point to focus was the 
paspors for which this was largely done. 

Mr. Murray. I think that is something we ought to check and 
report back on. 

r. Nrexson. We can supply that for the record, Mr. Chairman. 

Mr. Crevencer. All right. If you want to put an answer in the 
record for Mr. Coon, this is the place to do it. 

(The following information was subsequently supplied: ) 


CLARIFICATION OF Forest Highways PRoGRAM 


The Department does not contemplate the discontinuance of the forest high- 
ways program. 

Insofar as the $10 million a prageca request is concerned, its purpose is 
threefold. First, it will pay off bills totaling $7,690,873, which are carried over 
from fiscal year 1954 and prior year contracts. Second, it will cover the cost of 
surveys for new forest highway construction projects and maintenance and admin- 
istrative expenses for a total of $2,030,000. Third, the balance of $279,127 would 
be available for initial payments against new construction projects in fiscal year 
1955. 

We also estimate at this time that obligations for new contracts will be made 
during fiscal year 1955 in the amount of $4,690,873, but will not become payable 
until fiscal 1956. Furthermore, as shown on page 119 of the subcommittee print. 
we will have at the start of fiscal year 1955 a total of $45,709,126 of unobligated 
contract authority, a portion of which will be obligated for new construction 
contracts against this contract authority. 

While on this subject, I would like to say that I feel that the forest highways 
ae re could be prosecuted more expeditiously if financed in the same way as 

ederal-aid highways. I plan to explore this matter thoroughly with Commis- 
sioner du Pont and the Bureau of the Budget. Basically, I think the Department 
and the Bureau of Public Roads should establish the forest highways program 
further in advance than is the present practice and proceed with letting of contracts 
accordingly. The next year we then could come in for the funds necessary to 
pay off the cost. This is the same method as that used for the Federal highways 
program, 
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AMOUNT REQUESTED OF BUDGET BUREAU 


Mr. CLevencer. Might I ask what was asked of the Bureau of the 
Budget for this purpose? 

Mr. pu Pont. What was that question, sir? 

Mr. CievenGcer. What request did you make of the Bureau of 
the Budget for this work? 

Mr. Nietson. Mr. Chairman, for the forest highways we requested 
$10 million of the Bureau of the Budget. 

Mr. Cuevencer. And you are getting $10 million? 

Mr. Nretson. The President’s request is $10 million. 

Mr. Roonry. What was the request of the Department from the 
Bureau, Mr. Chairman? 

Mr. CLeveNGER. That is my question. 

Mr. Coon. What did the Bureau of Public Roads request? 

Mr. pu Pont. I think the original figure we put in was $15 million. 

Mr. Cievencer. That would have been $5 million more. 

Mr. pu Pont. $10 million to liquidate and $5 million for much the 
same as we did on the Rama Road. In other words, we just put a 
figure in there to get it on the books, in effect, and have the State 
Department evaluate it. That is what this is. 

Mr. Rooney. I thought we were talking about forest highways, 
and that your question concerned the amount requested of the Bureau 
of the Budget. The answer by Mr. Nielson was $10 million. Now 
we are talking about how much the Bureau of Public Roads requested 
of the Department, and we have here included the Rama Road. 

Mr. pu Pont. No. I simply used that by way of illustration. 

Mr. CLEVENGER. It was just an illustration. 

Mr. Nretson. Mr. Rooney, I do not have the figure of the Bureau 
of Public Roads request of the Department, but I will supply it for 
the record. 

(The information requested is as follows:) 


The amount requested of the Department was $15 million for fiscal year 1955. 


Mr. Coon. Your request for $15 million, then, was cut down in 
the Secretary’s Office to $10 million, before it went to the Bureau 
of the Budget? 

Mr. pu Pont. Yes, sir. 

Mr. Coon. Mr. Murray, would you happen to have any justifica- 
confor that reduction of $5 million for such an important project as 
this 

Mr. Murray. I do not know what that situation was, Mr. Coon, at 
this time. I would like to refresh my memory on it and report back 
to you. 

r. Coon. All right. I am certainly vitally interested in this. 

Mr. Murray. I know you are. 

Mr. Coon. I think you have made a serious reduction, if you are 
chopping off this program, because, as I pointed out, of the financial 
returns which come off the forests as a result of these highway pro- 

ams. 

Mr. Bow. Will you yield to me? 
Mr. Coon. Yes, sir. 


i 
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INVOLVEMENT OF THE DEPARTMENT OF AGRICULTURE 


Mr. Bow. Say I ask whether or not the Secretary of Agriculture 
was consulted relative to this reduction? 

Mr. pu Pont. Not by Public Roads. 

Mr. Bow. I notice under the law that 50 percent but not to exceed 
$3 million for any one fiscal year of the appropriations made or here- 
after made for forest roads shall be expended under the direction and 
supervision of the Secretary of Agriculture. It seems to me that he 
has some interest. 

Mr. Curtiss. That is the 1921 act. That has been superseded by 
a”’subsequent act in 1944 or 1948, in which the forest highway funds 
are now appropriated to the Bureau of Public Roads of the Depart- 
— of Commerce, and just the forest development funds are over 
there. 

Mr. Bow. This is as amended June 29, 1948. That is the last 
supplement I have before me. 

Ir. Coon. I think last year $11.6 million of this went to the forest 
aid program, and $3.4 million went to the Forest Service to spend; is 
that not true? Actually, in this $15 million last year this program 
only got $11.6 million, and the Forest Service got $3.4 million. 

Mr. Curtiss. No, there are two separate appropriations. Section 
3 of the act of June 29, 1948, is known as the Federal-Aid Highway Act 
of 1948, and authorized $20 million for the fiscal year 1951 and a like 
amount for the fiscal year 1950, and $17% million for forest develop- 
ment roads and trails. 

Mr. Coon. Yes. 

Mr. Curtiss. We were in the Federal Works Agency then. It 
re pa the Federal Works Administrator to let contracts, and so 

orth. 

Mr. Coon. In view of the fact that Mr. Murray is going to check 
into it I will not ask any more questions on it. 


PROPOSED INCLUSION OF FOREST HIGHWAYS PROGRAM IN OVERALL FEDERAL-AID 
BILL 


Mr. Preston. There is one thing I did not quite get clear a while 
ago. In your request did you set up in the Bureau of Roads a certain 
amount for continuation of this program or for new projects in fiscal 
1955? 

Mr. pu Pont. I think a fair statement is that we made some esti- 
mates covering our entire program, These were reviewed and reevalu- 
ated by the Department of Commerce and the amount to take care 
of the program was submitted and to the extent that this program 
might be expanded or reduced was a matter of their judgment. 

Mr. Murray. Was not the first determination, as I recall it, that 
there were discussions relative to including the amount in the overall 
Federal-aid program, there being very good reason for that? Then 
it was decided not to do that but to discuss with the Congress this 
= the idea of perhaps putting part of the forest highway responsi- 

ility into the overall Federal-aid bill, and that therefore for this 
year we would liquidate the contract looking toward —_ it on 
another basis in view of this coming year’s authorization? I think 
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that was the basis. I still want to refresh myself on that. There 
were good reasons for incorporating it all in one overall bill. 

I am reasonably sure that the proposition was that we would 
discuss in this session the desirability of incorporating this in the 
act and therefore having the appropriation all in one place rather than 
it being singled out partly as far as this and the part on Federal aid 
was concerned. 

I am reasonably positive that the position was on the basis of the 
liquidating at this time and picking up the authorization and the 
appropriations hereafter in the Federal-aid program. 

r. Coon. How long hereafter? 

Mr. Murray. There were no discussions looking toward the com- 
plete liquidation of the forest program. 

Mr Sade: How long hereafter will it be before you pick it up again, 
as you suggest? 

r. Murray. If it would go mto the authorization this year, it 
would be possible then to pick it up in the appropriation when we 
request from you next year. The bill is up, you see, for renewal this 
year before the Public Works Committee. 

Mr. Coon. I hope you will check a little further. 

Mr. Murray. I will. I know that generally is the case. I am not 
completely filled in on the details of it. 

Mr. Coon. I am quite disturbed if you are just going to knock the 
whole program out. 

Mr. Murray. I know we had discussions with the new authoriza- 
tion coming up this year as to incorporating it all in one spot and 
having the appropriation handled as part of the Federal-aid program. 

Mr. Coon. Can you perhaps give us a more definite answer before 
we get to the marking up of the bill? 

Mr. Murray. Yes, I can let you know this afternoon. I know 
there was no discussion about liquidating the program as you have 

(The following information was subsequently supplied:) 


JANUARY 18, 1954. 
Hon. Sam Coon, 


House of Representatives, Washington, D. C. 

Dear Mr. Coon: I wish to correct the impression which may have been left 
with the committee at budget hearings on January 14 that the appropriation 
requésted for forest highways in fiscal year 1955 contemplated liquidation of that 
program. While the overall budgetary situation in 1955 will result in some 
curtailment, there has never been any consideration of liquidation of the program 
in 1955 or in any subsequent year. 

The Federal-Aid Highway Act of 1952, approved June 25, 1952, authorized 
$22,500,000 for torest highways for each of the fiscal vears 1954 and 1955. Au- 
thorizations for both 1954 and 1955 have been apportioned to the States by the 
Secretary of Commerce in accordance with requirements of the Highway Act. 
The fact that the amount requested to be appropriated in 1955 is $5 million less 
than the amount appropriated for 1954 does not in any way indicate that the 
administration intends to liquidate the forest highway program. On the other 
hand, it is the intention of the Bureau of Public Roads, under existing contractual 
authority, to proceed in the late spring or early summer of calendar year 1955 to 
let. contracts for new construction, within funds appropriated or within budget 
estimates for fiscal vear 1956 as submitted to the Congress. In this connection 
it should be noted that, although forest highway authorizations provide for con- 
tract authority, it has always been the policy of the Bureau of Public Roads to 
control the letting of contracts so that. payments would not come due in any 
fiscal vear in excess of cash available. 
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As to the future of the forest highway program beyond fiscal year 1955, it 
should be noted that the new Federal-aid highway legislation will be submitted 
for consideration and approval by the present session of Congress. We may 
wish to comment at a later date on the possibili*y of financing this program in the 
Same way the Federal-aid highway program is financed. 

I appreciate very much your interest in forest highway construction and will 
8 happy to provide such additional information on this program as you may 

est. 

Sincerely yours, 

Rogert B. Murray, Jr. 

Mr. Preston. Mr. Secretary, if vou carry forward this new policy 
you are talking about, you will in effect be liquidating the forest-high- 
way program as such. What you are doing is changing it from a 
Federal program to a quasi-Federal program. You are putting it on 
a basis like all other highways in the United States, Federal-aid high- 
ways. It is understandable that some highways in the States run- 
ning through parks probably have the status of the State highway, 
but in other areas where the lands through which the highway would 
pass is owned totally by the Government that there is more justifi- 
cation then for the Federal Government to do all the work in the 
forest. 

Mr. Murray. I understand that. 

sans Preston. If your plan goes into effect there would be no more 
of that. 

Mr. Murray. What I am suggesting, Mr. Preston, is simply that 
we were discussing the possibility of getting this all in one bill, even 
though the formula might turn out to be different. 

Mr. Preston. What is wrong with the present system that we have 
operated on down through the years? 

Mr. Murray. I will report back to the committee this afternoon. 

Mr. Preston. You can answer this question, if you will: What is 
wrong, in your opinion, with the present system? 

Mr. Murray. I do not think anything is wrong with the present 
system. It is my recollection that we had a suggestion that we 
thought would be suitable for discussion. As I say, there was no 
thought of liquidating the forest highway program. We had been 
talking, as you know, with this committee a year ago about the 
desizebllity of getting some of these responsibilities back to the 

ency with primary responsibility. That was true of the access 
highway. It was true with the rsernatinasl Highway, with the 
access roads, public roads, all of those in which the agency of primary 
responsibility knows much more about the requirements than we do 
from the standpoint of the Bureau of Public Roads. 


JUSTIFICATION BY PRIMARILY RESPONSIBLE AGENCY PROPOSED 


There are very desirable reasons for putting that responsibility 
and the justification for those roads back with the primary agencies. 
The best example is the access-road one, where we do not have the 
information to properly justify the requirements for the roads for 
which we come in and ask for appropriations. There is being dis- 
cussed the worry of submitting legislation to this session of 

e 


Congress returning the requirements for justifying these funds and 
the request for appropriations to the agencies that have primary 
responsibility. There are very good reasons for that. 


| 
i 
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In the matter of access roads, we have as you know no responsibility 
for the setting up of those projects. They are certified to us by the 
Defense Department, and the estimates are made and the appro- 
priations are submitted to you. There is very good reason an it 
would be better to have the agency with that responsibility justifying 
those amounts to you. They have the information. They know 
the requirements. "They know the relative importance of it in regard 
to their overall budgets. It was with that thought in mind that we 
have had discussions. There have been many discussions between 
us and the Bureau of the Budget as to having each of the primary 
agencies involved make their own requests and support their own 
requests. The Bureau of Public Roads is delighted to build the 
— for them. At the same time the Bureau is not in possession 

(Discussion off the record.) 


InrerR-AMERICAN HIGHWAY 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
| 


GE $999, 302 $1, 000, 000 $1, 000, 000 
Prior year balance available.--.............-- 1, 800, 577 388, 000 


Recovery of prior year obligations. 351, 933 
Reimbursements from other accounts 103 


Total available for obligation : 3, 264, 566 2, 293, 135 1, 388, 000 
Balance available in subsequent year —1, 293, 135 —388, 000 |.......... 


Obligations incurred 1,971,431 | 1, 905,135 pe sn 388, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 


| 


1, Construction of the Inter-American Highway - ...........- $1, 805, 277 | $1, 730, 135 $1, 222, 000 
2. Administration and engineering 166, 154 | 175, 000 


Obligations incurred 1, 971, 481 | 1, 905,135 | 1, 388, 000 


ay 

| 
; Norte.—Reimbursements from non-Federal sources above are derived from the proceeds of sale of personal 
property (40 U. S. C. 481 (c)). 


Total number of ent positions 
Full-time equi t of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 


services: 
Permanent positions 
Other positions 
Regular in excess of 52-week base 
above basic rates 


Total personal services 
Travel 
‘Transportation of things-_- 
Communication services ___ 
Rents and utility services_. 
Printing and reproduction. 
Other contractual services _ 
Supplies and ma 
Equipment 
Grants, subsidies, and contributions 
Taxes and assessments 


Obligations incurred 


uss 


Q 


1, 971, 431 


Analysis of expenditures 


1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of year 
Obligations incurred during the year 


uct: 
Adjustment in obligations of prior years 
Reimbursements. 


Expenditures are distributed as follows: 
Out of current authorization. __ 
Out of prior authorization 


$4, 057, 234 
1, 971, 431 


6, 028, 665 
351, 933 
3, 261, 628 


2, 392, 350 


} 2,302, 350 


Mr. Cievencer. The next appropriation item is “Inter-American 


Highway.” 
844 of 


(The justifications referred to are as follows:) 


Summary of requirements 


Appropriation, 1954 
Deduct: Nonrecurring items 


We will insert in the record at this point pages 843 and 
e justifications, and the table at the bottom of page 847. 
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Obligations by objects 
Object classification 1953 actual | ME | 1955 estimate 
35 32 
01 
1, 494 
1, 905, 135 1, 388, 000 
Unliquidated obligations, end of "1, 712, 000° "400, 000 
3, 454, 763 2, 700,000 
i 
eee 
Total estimate of appropriations, 1955.............-.-.-. 1, 000, 000 
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The following table shows the improvement status of the Inter-American High- 
way as of December 1953: anna 
Miles 


All-weather 


Below 
stand- 


334 
195 


238 
413 
316 


1, 590 


Mr. Murray. The Assistant Secretary of State for Latin American 
affairs, Mr. Cabot, is here. 

Mr. CLevencer. I want to know about the unobligated balance 
that you anticipate as of June 30, 1954, and where the work will be 
done in fiscal 1955. 

Mr. Casor. The Ambassador to Costa Rica is also here, Mr. Rob- 
ert C. Hill. 

Mr. Cievencer. A little air-cooling on that highway down in his 
country would not be amiss, I have found. 

Mr. Canor. May I say that some of your predecessors have com- 
plained that we have put it through the mountains where it was much 
—_ expensive than in the tropical lows. I am glad to hear you say 
that. 

Mr. CLevencer. That is not to be taken as an endorsement of 
doubling the cost of the road. 


GENERAL STATEMENT 


Mr. Capor. I have here a written statement which is for the record, 
if you wish to put it in. 

Mr. Cievencer. It can be made a part of the record. 

Mr. Casor. It explains in a general way the reasons we feel that 
the highway is advisable. The highway, as you are doubtless aware, 
started in 1941 and has been continued off and on ever since. It is 
unfortunately costing a great deal more than originally stated, partly 
because of increased costs and partly because of the fact that it has 
just cost more. 

We feel it is of great importance with our relations with the Central 
American countries in that they are unable to develop their natural 
resources by themselves. It is a natural market for American products 
in an area vital to our defense, and in an area about which we were 
seriously concerned in the last war. 

(The statement referred to is as follows:) 

An appearance before the House Appropriations Subcommittee is a great 
privilege and one which I seek because it provides me with the opportunity to 
speak in support of two programs which are of substantial importance for the 
foreign policy of the United States. I am convinced without reservation that 
the completion of the Inter-American Highway and the Rama Road will bring 
benefits to the countries of this area and that they will be of considerable value 
to the United States. 


q 
“age D Im 
Paved | Modern weather | able | Total 
stand- Total 
ards ards 
60 162 x 170 36 147 
484 235 649 884 36 186 


You will recall that in 1952, the 82d Congress authorized $8 million for each 
of the fiscal years 1953 and 1954 for continuing the work on the Inter-American 
Highway, and likewise, authorized $2 million for similar periods to continue 
construction on the Rama Road. 

The Congress appropriated in August 1953, $1 million of the first $8 million 
authorized for the Inter-American Highway and $1 million or one-half of the 
amount authorized for the Rama Road. I appear before you now to support the 
further appropriation of funds to assist in the completion of the Inter-American 
Highway and to continue the construction work on the Rama Road. 

Allow me to refer first to the Inter-American Highway. 


INTER-AMBRICAN HIGHWAY 


The Department of State believes it to be of paramount importance for $1 
million to be appropriated which will be requested by the administration for the 
Inter-American Highway. From an economic, political, and military point of 
view, the prompt completion of the road has great importance for United States 
policies. As a contribution to the economic development of the area, the high- 
way and its access roads will improve transportation between each of the countries 
of Central America, and eventually, with the United States. It will facilitate 
the exploitation of commodities of strategic value to the United States. Most 
important, however, will be the increase of consumption of imports from the 
United States because of the direct effect of the completion of the road. It need 
not be emphasized how much the highway will continue to contribute to the need 
for automobiles, highway construction equipment, machinery, and the like, all 
important exports of the United States. In line with previous history, there is 
the firm expectation that the greatest proportionate share of any newly generated 
import demand will be supplied by the United States. The highway, of course, 
also contributes directly to all economic activity and productivity by opening 
new territory and facilitating transportation, and this in turn helps to strengthen 
the cooperating countries for mutual security. 

There is a long record of close cooperation on the Inter-American Highway, 
and the momentum of construction, first begun seriously in 1941, should not be 
allowed to falter. This cooperation is a very important factor in the political 
relations of the United States with its neighbors in Central America. Our finan- 
cial aid is dependent upon contributions by the other governments, and the mutual 
approach to a necessary and highly useful developmental activity has added to 
the reservoir of good will for the United States in the Central American area. 
Great importance is attributed to this assistance in the countries that receive it. 
Inter-American Highway funds currently are being expended in El Salvador, 
Nicaragua, Costa Rica, and Panama. With the bettered standard of living 
which will accompany the expansion of highway construction, political conditions 
in the countries are bound to improve and the spread of Communist ideas in 
Central America can be deterred. 

It should be noted here that the construction from the funds appropriated and 
used cooperatively in Costa Rica, El Salvador, Nicaragua, or Panama, must con- 
form to the procedures and limitations of section 11 of the Federal Aid Highway 
Act of 1950. In brief, section 11 provides that the other cooperating govern- 
ments shall grant all necessary right-of-way, where practicable; will not impose 
any highway toll, will not levy any fee or tax on United States vehicles or persons 
of the United States that does not apply to nationals; and grant reciprocal recog- 
nition of drivers’ licenses and vehicle registration; and will provide for the 
maintenance of the highway after its completion. 

Let us turn now to the Rama Road. 


RAMA ROAD 


The authorization of funds for the construction of the Rama Road was debated 
carefully by the Congress, first in 1952 when the funds were authorized, and again 
in 1953 when a million dollars were appropriated to renew the construction. The 
Congress has recognized clearly, as has the Department of State, that the terms 
of the agreement between the United States and Nicaragua will not be honored 
in full until the Rama Road is finished from the town of San Benito, Nicaragua. to 
Rama, 158 miles to the east. 

The Rama Road now represents a partially fulfilled commitment of this 
Government. The agreement by the United States to construct the Rama Road 
stems from conversations held in 1939 between President Somoza of Nicaragua 
and President Roosevelt. At that time, the Nicaraguan President asked that 
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the United States undertake the construction of a canal across Nicaragua, a right 
which we obtained in the Bryan-Chamorro Treaty of 1914. The War Department 
recommended against the construction of a canal and also against the construction 
of a barge canal using the San Juan River and Lake Nicaragua.. However, agree- 
ment was reached on the construction of a road from San Benito to Rama as a 
substitute. Accordingly, on April 8, 1942, this Government in an official note 
stated that it would be willing to construct a highway between San Benito and 
Rama, and to survey and recommend a route from Rama to El Bluff. As a 
result, construction was begun early in 1943 and terminated in June 1948 upon 
the exhaustion of United States funds. 

An all-weather road, including bridges, had been constructed from San Benito 
to Villa Somoza, a distance of 96 miles, with the wartime funds. The work 
remaining consists of approximately 62 miles of grading, drainage, and bridges 
from the end of the all-weather construction to Rama, plus bituminous surfacing 
over the entire length of approximately 158 miles between San Benito and Rama. 

Since the funds were authorized for the construction work on the Rama Road 
by the first session of this Congress on August 5, 1953, an agreement has been 
entered into between the United States and Nicaragua setting forth the terms 
of construction. Subsequently, a project agreement was worked out, whereby 
the Highway Department of the Government of Nicaragua has begun to survey 
the section of the road through the rain forest of Nicaragua on the eastern side 
short of Rama. There are only a limited number of months in which the work 
can be carried out and for that reason progress has been slow. I am informed 
by the Bureau of Public Roads, which is supervising the technical details of the 
work, that the $1 million which has already been appropriated will be com- 
mitted by the time this appropriation bill is finally enacted, and additional 
funds will be needed to maintain the construction activity. 

Our action with respect to the Rama Road will influence greatly the faith and 
confidence that Nicaragua, and other countries in Latin America, have in United 
States commitments. Jt should not be forgotten that Nicaragua is one of our 
friendly Latin American neighbors. 

1 sincerely hope that this subcommittee will appropriate the additional funds 
for both the Inter-American Highway and the ma Road. Very simply, it 
is in the national interest of the United States to do so. Overriding political, 
economic, and even military advantages to the United States favor prompt 
and affirmative action by the Congress. 


Mr. Caszor. In addition to the statement which you have just ac- 
cepted, I would like to point out—am I speaking on the record or off? 

Mr. CLevencer. You are on the record right now. 

Mr. Caznor. Will this be public testimony or will it not? 

Mr. Rooney. Of course. 

Mr. Cazor. I just wanted to be sure. 

Mr. CuievenGer. If there is some political implication or something 
you do not want in the record, you may request it. 

(Discussion off the record.) 

Mr. CLevenGer. In looking at the map over there it looks like most 
of Guatemala is an all-weather road, or am I wrong? 

Mr. Casor. It is, with the exception of a rather important gap at 
the northern end where Mr. Ohmans has his finger. There is a 25- 
mile gap through rather bad country to the Mexican road head. 

Mr. CLEevENGER. It is proposed to discontinue activities at that 
point at this time? 

Mr. Caznor. For the time being, yes. Off the record, if I may, now. 

(Discussion off the record.) 


COSTA RICAN SECTION OF ROAD 


Mr. Cievencer. What work will be done in fiscal 1955? Is it 
going to be on this Costa Rican section? 

Mr. Capor. Primarily, in the northern section. I think they figure 
with this million dollars they can at least do the preliminary work in 
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order to make a passable road to the Nicaraguan roadhead and thereby 
open this stretch which the Ambassador spoke about. 

Ambassador Hiuui. I might say, Mr. Chairman, that the present 
plan in Costa Rica, and I was in the northern section of the country 
just a few days , is to have a passable pioneer type road open by 
June 1, 1954, to the Nicaraguan border. Then, of course, that means 
that you can just get your car through during the dry season. You 
could not do that uring the wet season because of the lack of bridges 
and drainage structures and so forth, which has to be followed up in 
1955. 

Mr. CLevenGcer. What unobligated balance do you anticipate as 
of June 30, 1954? 

Mr. ALLEN. The carryover will be about $388,000, Mr. Chairman. 

Mr. Bow. I have no questions. 

Mr. Coon. I have no questions. 

Mr. Roonery. I wondered when I heard Secretary Cabot mention 
Guatemala what connection that country might have with this matter 
since at the present time there are no funds baits used in Guatemala, 
and since the amount now requested of the committee is proposed to 
be used to continue work in Costa Rica, that is, most of the funds are 
to be used to continue the work in Costa Rica. That is an observation 
and not a question. 


COOPERATIVE NATURE OF COSTA RICAN PROJECT 


What is the story to the effect that the Costa Ricans are going to 
complete this road themselves and not wait for the United States? 

Mr. Canor. [ have heard no such story. Certainly, as so far indi- 
cated, they would await cooperation from us. If stopped, conceivably 
they would complete it. 

Mr. Rooney. What, if anything, are they doing along this route at 
the moment? 

Mr. Casor. Nothing is being done in this cooperative venture. 

Mr. Roonry. Are they doing any work at all at the moment? 

Mr. Canor. You mean, new construction? 

Mr. Rooney. Yes. 

Mr. Caror. Not that I know of. There is fixing up. 

‘ Mr. Rooney. As to fixing up bad roads, what if anything is bemg 
one? 

Mr. Oumans. Are you speaking of the work in Costa Rica or 
Guatemala? 

Mr. Roonry. Costa Rica. 

Mr. Oumans. They are working on this section up in the north. 
They hope to get it opened up to the border by June of this year. 

Mr. Rooney. Whose funds are being used in connection with that? 

Mr. Onmans. It is two-thirds United States funds and one-third 
Costa Rican. Most of the million dollars which we received in the last 
appropriation has been granted for the work in Costa Rica. Since the 
last appropriation of funds the work has continued from about here 
up to here. They are within 44 miles of the Nicaraguan border. 

Mr. Rooney. Has that all been done with Inter-American Highway 
appropriation funds, United States, and matched at the rate you 
mentioned? 

Mr. Oumans. Yes, sir. 
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Mr. Rooney. There is nothing to any story that Costa Rica is 
going to finish this road herself? 

Mr. Oumans. They are looking forward very much to cooperation 
with the United States and putting in their share with our share to 
finish the road, in accordance with the terms laid down by the Congress 
in 1950 on the maintenance of the road, and the fact that they will 
not put any tolls or discriminatory taxes, and so forth. 


REDUCED 1954 APPROPRIATION 


Mr. Rooney. What is the attitude of the Costa Rican people 
generally with regard to the action of the Congress last year in cutting 
the appropriation requested from $8 million to $1 million, after a 
succession of years in which it had always been granted in the full 
amount? 

Mr. Oumans. I think Ambassador Hill can best answer that. 
But from what we have seen up here in Washington in reading the 
reports from Costa Rica, naturally they were disappointed that the 
Congress did not appropriate more funds. But they were grateful 
for the amount that was appropriated and very hopeful that the 

Mr. Rooney. How did the newspapers in Costa Rica handle it 
at the time? 

Mr. Oumans. More or less factually, sir; that the Congress appro- 
priated $1 million for continuing work on the Inter-American High- 
way. There was not any great analysis of the fact that but $1 
million of the $8 million which was requested was appropriated. 

Mr. Casor. If I might interrupt, I do not think we should over- 


look the effect of putting our hand to the plow and then turning our 
back on that serious a project. 


PROPOSED RATE OF COMPLETION 


Mr. Rooney. It should be completed as promptly as possible. 
There is no question about it. How can you get it completed when 
last year there was requested $8 million and there was allowed only 
$1 million? 

Mr. Casor. I am sorry. I cannot request any more funds. I 
am afraid I cannot answer that question. 

Mr. CLevencer. Could they match $8 million of funds? Could 
they raise $4 million in 1 year? 

Mr. Canor. They are in a much better financial state than they 
have been for some time. 

Mr. Cievencer. That still does not answer the question. 

Mr. Capor. I think they could. 

Mr. Rooney. Of course they could. 

Mr. CLevenGer. Are they financially able to do it or were we going 
to be, as usual, the good uncle and do it all? 

Mr. Caror. We have signed agreements with them which do not 
bind us to finish the highway but which establish the form in which 
we are going to cooperate with them. It is conceivable they would 
finish the highway if we said, “All right, boys, we are walking out on 
you.” 
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Mr. CLevenGcer. You are not purporting to do that. Are we 
going as fast as we can go with their economy in the way pf matching? 

Mr. Caxzor. No, I do not think they are with the $1 million. I 
think they could probably match more funds if we put them up. 

Mr. CLevenGer. I have no further questions. 


AMOUNT REQUESTED OF BUDGET BUREAU 


Mr. Roonry. How much was requested of the Bureau of the Budget 
for this item, the Inter-American Highway? 

Mr. Caszor. Four million dollars. 

Mr. Roonry. And they cut you down to $1 million? 

Mr. Capor. Yes. 

Mr. Rooney. How much was requested of the Department? I! 
take it it was first the State Department, or the Department of 
Commerce. 

Mr. Capzor. I believe that the original figure was $4 million in the 
State Department, sir. That, of course, was on the basis of the great 
desire of the administration to economize and balance the budget. 

Mr. Rooney. So that would answer Mr. Clevenger’s question as 
to whether they were able to match, or you would not have asked 
for the $4 million? 

Mr. Capor. Exactly. There is a further point, if I may put it in: 
Please remember that in our original $4 million we contemplated 
possible further cooperation with other Central American countries, 
which of course would have required further matching funds. With 
$1 million we frankly will not be able to do much of anything outside 
of Costa Rica, where the need is greatest, and where we can | think 
achieve the greatest results. 

Mr. Preston. I have no questions. 

Mr. Sikes. You say you propose to spend most of this money in 
Costa Rica. Just how much would be spent in Costa Rica? 

Mr. Casor. Practically all of it. 

Mr. S1xes. Where would the remainder be spent? 

Mr. Casor. I think there are a few little projects in Nicaragua, 
and a little paving done at the end of the road in El Salvador. I am 
not sure whether that is going to be done with funds left over from 
the previous appropriations or—— 


QUALITY, COST, AND LENGTH OF PROPOSED ROAD 


Mr. Stxes. Is this construction to be paving or an all-weather 
road? 

Mr. Casor. It is supposed eventually to be paved, to be reasonably 
modern, a two-lane highway. I think it is 20 feet wide. 

Mr. Srxzs. Is this appropriation to be used principally for paving? 

Mr. Canor. It is mostly for the actual grading and primary con- 
struction. The paving, I think, will have to wait until we have more 
appropriations. 

r. Stkes. What is the cost per mile of construction of that type 

in that area? 

Mr. Cazor. I am afraid I will have to ask the Bureau of Public 
Roads about that. 

Mr. pv Pont. It would vary considerably. It would not be 
significant unless you took the whole thing. 
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Mr. Sixes. Can you tell me how many miles of road you propose 
to build with this and the matching funds? 

Mr. pu Ponr. I cannot. 

Mr. Sixes. Does anyone know? We need more information to 
justify the expenditure. 

Mr. Oumans. I would like to speak on the intention. Assuming 
that we get the $1 million, most of that $1 million will go into an 
agreement with the Costa Ricans for further construction and for 
bettering the all-weather type of construction of this road in the 
northern pert of Costa Rica. 

With the money that we now have, not talking of the new ap- 
propriation, we can push through just a bare minimum of road, but 
with that extra million we can bring that road up to an all-weather 
standard exclusive of major permanent bridges. That is what I am 
told by the people who do the operating work, the people in the 
Bureau of Public Roads. 

Mr. Hitt. I have a letter here from the resident engineer, which I 
asked him for on January 12. Itisabriefone. It might clarify some 
of the points. It says: 


The status of the Inter-American Highway as of January 1, 1954, shows con- 
struction activity in the area around Liberia. The present working force in this 
area is approximately 600 men. Two camps are in operation, one at Liberia, one 
at Tempisque. Preparations are being made to establish a camp a few miles 
beyond La Cruz, anticipating that construction operations will be moved to this 
area as soon as the camp is completed. This Pesan construction operation is 
somewhat reduced from that of 3 months ago, which had been active since J By a. 
1951. The working force at that time was almost 900 men. On that date 
pg a operations had been resumed after a suspension of operations since 
1946. 

The present construction operations include grading, building of drainage 
structures and placing of approximately half of the required crushed rock surfacing. 
It is anticipated that an all-weather road will be open to the Nicaraguan border by 
June 1, 1954. This does not mean that the road will be completed, as only part 
of the surfacing will be placed and some 22 temporary stream crossings will have 
to be completed later. 

For this work we have available from the 1954 fiscal appropriation $1 million 
United States funds to be matched by $500,000 Costa Rican funds. All of the 
previous funds have been obligated at this time and we are now using 1954 
appropriations. However, of this money we have cash available to the extent of 

osta Rica’s present contribution of $50,000. We are daily expecting an 
additional $200,000 from Costa Rica. When this cash is actually made available 
to us we will then have $500,000 United States funds and $250,000 Costa Riean 
funds to continue operations until the additional $250,000 cash is made available 
to us by Costa Rica. 

The status of the work completed is as follows: 

From Cartago south to San Isidro. 


That is here [indicating]. It is about 114 kilometers. 


The grading is mostly completed and surfaced with crushed stone. There 
remains between Millsville and San Isidro some unfinished grading yet to be done 
before placing the final ayy | 

South from San Isidro to the Panama border, surveys and preparation of plans 
partially completed with a gap of approximately 30 kilometers from E] Alto on 
the Panama Border yet to be surveyed. 

From San Ramon north to Liberia there is 184 kilometers of grading completed 
and half of the crushed rock surfacing placed. In this northern section from San 
Ramon to the Nicaraguan border there are 47 major drainage structures required. 
Of these, 8 are now complete and 6 are under construction, leaving 33 major 
structures yet to be built on this section. 


That is the status at the present time. There is no work done in 
the San Isidro area going toward Panama. San Isidro is the last 
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construction camp. The emphasis, because of the appropriation, has 
been from Liberia north to Nicaragua, the border, because everyone 
realizes when they can get that stretch open you can have commerce 
between Nicaragua and Costa Rica, which is very important. 


EFFECT OF ROAD ON CENTRAL AMERICAN ECONOMY 


I can assure you that from just riding over the road the other day 
it is quite a revelation to see the cattle which are being trucked from 
Liberia to the San Jose market, coming over the nter-American 
Highway by truck, where in the old days it used to take 5 days—this 
was about 5 years ago—to drive your cattle from Liberia to the sea- 
port, then to Puntarenas and overland to San Jose, with the cow losing 
70 pounds of weight in the process. It is changing the economy in 
that section of the world. 

Mr. Roonny. Off the record. 

(There was discussion off the record.) 

Mr. Sixes. Then the money that you are requesting in this appro- 
priation is to improve the road from Liberia to the Nicaraguan border 
from the bare minimum standard to substantially an all-weather 
standard? 

Mr. Hit. Substantially that is correct, Mr. Sikes, except that 
there is 44 or 47 miles of road that nothing has been done on. It is 
still wide-open space. In other words, they are surfacing part of it 
and opening up 47 miles of new territory. 

Mr. Bow. It is the completion of the highway on the border of 
Nicaragua? 

Mr. Hin. Yes. 

PROGRESS UP TO APRIL 1953 


Mr. Casor. When I was there last April it was the middle of the 
dry season. They were actually working, just entering the town of 
Liberia. They had done the grading. The gulches were dry, and 
they were just running across those. There were bridges at all of 
them to cross them this year. Beyond Liberia all there was was 
simply, shall I say, a trail, which some very venturesome automobiles 
had gone over. tt was like driving over an open field, and you only 
do it in the dry season. That is the kind of condition under which 
they are operating today. 


GAPS REMAINING IN MEXICAN-PANAMA ROAD 


Mr. Rooney. I wonder if you could approximate the a of 


time an average automobile trip would take from the Mexican border 
to Panama in the dry season? 

Mr. Canort. Today it is impossible, even in the dry season. 

Mr. Rooney. You can do it by use of the flatcar in that area, to 
which you referred a while ago, can you not? 

Mr. Casor. Yes, you can get down as far as San Isidro, but from 
San Isidro south there is no way except by boat. There is a gap 
there which we want some day to fill. 

Mr. Rooney. There is a railroad through there, is there not? 

Mr. Hitt. There is no railroad in Costa Rica, Congressman Rooney, 
going from Nicaragua to Panama. The only rail lines are from San 
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Jose to Puntarenas on the Pacific side, from Palmar and Golfito to the 
Panama border (a banana company private line) and a railway from 
San Jose to Puerto Limon on the Caribbean coast. 

Mr. Rooney. In the dry season it would be impossible to drive 
from the Mexican border to Panama? 

Mr. Casor. Yes, even in the dry season. 

Mr. Rooney. What is necessary insofar as completion of the sec- 
tion of the road on the map in order to permit driving from the 
Mexican border to Panama? 

Mr. Cazor. Theoretically there are three sections. 


NORTHERN GUATEMALA 


There is one in the northern part of Guatemala which is 25 miles. 

Mr. Rooney. When will that be completed? 

Mr. Caxsor. There are no immediate plans because of the situation 
in Guatemala. 

Mr. Rooney. Is that the flatcar area? 

Mr. Casor. Yes—no, it is on the coast there. I will show you. 
It goes down to here [illustrating]. You can put your car on here on 
a flatcar, the railway carries it down to a point here in Mexico, which 
is the roadhead, the old road coming from Guatemala. There is a 
mountain range between these two points. When they decided upon 
the final location of the highway they decided to put it along here in 
order that there would be only one mountain crossing instead of a 
double mountain crossing there. Although this is the only actual 
the road 

r. Rooney. The length of that gap is how much? 

Mr. Casor. About 25 miles. 

Mr. Rooney. At the moment there are no plans with regard to 
covering that gap? 

Mr. Caxpor. No immediate plans. 

Mr. Rooney. Take the next one. 


NORTHERN COSTA RICA 


Mr. Cazor. The second gap is here, roughly 45 miles here, northern 
Costa Rica, which they are working on now. 

Mr. Rooney. That is the one that may be completed by June? 

Mr. Casor. Yes. 

Mr. Rooney. The third gap? 


SAN ISIDRO-—-PANAMANIAN BORDER 


Mr. Casor. The third gap is the rather big one from San Isidro 
down just beyond the Panamanian border. a think it is 15 miles 
inside the Panamanian border. That is something we hope some day 
to have the matching funds for. It is 150 miles. 


MONEY AND TIME REQUIRED TO COMPLETE HIGHWAY 


Mr. Rooney. What would be the total matching funds, approxi- 
mately, Mr. Cabot, to cover that gap? 

Mr. Casor. To finish the Inter-American Highway it is figured now 
it would take about $56 million of American funds. That is the com- 
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plete highway, completely paved with all permanent bridge structures 
ut in. 

: Mr. Roonry. To cover the impassable area north of the Pana- 

manian border would require how much in funds? 

Mr. Casor. I will have to ask the Public Roads on that. 

Mr. pu Pont. It is about $56 million plus matching funds of 
another $28 million to complete the whole thing. I would hesitate 
to make a guess on any of those things really until you do some sur- 
veying. The estimated cost of completing the 150-mile gap between 
San Isidro and a connection at Concepcion, Panama, is about $20 
parr: of which the United States share would normally be two- 
thirds. 

Mr. Roonry. That prompts me to ask this question: How many 
years do you suppose it will be before we would have a completed 
1ighway from the Mexican border to the Panama Canal? 

Mr. pu Pont. Eliminating Guatemala, I think it would be another 
10 years without any trouble, if you had a regular program. Today 
you have a stopgap construction program and you do not plan ahead. 

ou try to program your work so that the work you put in will not be 
washed out during the rainy season. It is a piecemeal situation and 
more expensive than if you went right ahead. 

Mr. Rooney. It is more expensive? 

Mr. pu Ponr. Yes. 

Mr. Rooney. That is all. 

Mr. Bow. Are there other questions? 


Rama Roap, Nicaragua 


Amounts available for obligation 


Appropriation or estimate (obligations incurred) : 
1954 


Obligations by activities 


Construction of Rama Road, Nicaragua: 


Obligations by objects 


| 
Object classification 1953 actual | 1954 estimate 
| 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 


pen 


61 Personal services: 
Permanent posit: 


4 
# 


S|) 


FS | 


| 25 


02 
03 
04 
08 


Supplies and materials 
Grants, subsidies, and contributions 


5 | 


4 
000,000 
000 
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Analysis of expenditures 


1955 estimate 


Unliquidated obligations, start of year 


of $500, 000 
Obligations incurred during the year 1, 000, 000 


1, 500, 000 
500. 000 


Deduct unliquidated obligations, end of year 
Tota] expenditures , 1. 000, 000 
Expenditures are distributed as follows: 


as fi 
Out of current authorizations 500. 000 
Out of prior authorizations 500, 000 


Mr. Bow. Lastly we will consider the Rama Road estimate of $1 
pres We will insert pages 852 and 853 of the justifications in the 
record. 

(The justifications referred to are as follows:) 


Summary of requirements 
Appropriation, 1954 
uct: Nonrecurring items 


Total estimate of appropriation, 1,009,000 


Summary of estimated obligations 


1953 actual 1954 estimate 1955 estimate 


Personal services: Per- 
$19, 000 $19, 000 
981, 000 981, 000 


Total obligations..|......_- 1, 000, 000 1, 000, 000 


P Mr. Bow. I will ask you what are the unobligated balances as of 
une 1954. 

Mr. Auten. The $1 million appropriated this year will be obligated 
this year. 


WORK PLANNED FOR FISCAL YEAR 1955 


Mr. Bow. What work will be done in fiscal 1955? 

Mr. Casor. We expect that they will continue on the highway from 
the point it has now reached toward Rama. It has gone 96 miles, 
with 12 miles of access beyond that so far constructed. They would 
simply continue the construction so far as the funds would permit. 

Mr. Bow. What do you anticipate that would be? 

Mr. Casor. Let me check that. ; 

Mr. Bow. How much more of the road can we build with the 
$1 million requested? 

Mr. Casor. I do not know that I have the figures here. I notice 
they say that 10.5 miles of the survey and plan work has been done. 


|_| 
1953 actual 
1,000,000 | 
F000, 000 
|...------.-.-- —1, 000, 000 
Post Aver- Post Aver- Pest Aver- 
tions Cost | tions Cost tions Cost 
ment ment ment 
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Mr. Bow. Can you tell us, Mr. Commissioner, how much road you 
can build there with the $1 million? 

Mr. pu Pont. I am under the impression that a good deal of this 
section requires a lot of structures, which would be a short distance. 

Mr. Casor. I think you have to remember, Mr. Chairman, that 
the real expense comes from the bridge structures. Of course, it 
depends entirely on what you call building. With $1 million, for 
example, we could get the road through to Nicaragua in fairly decent 
shape, but the bridge structures will have to come later. Fortunately, 
there are not so many. But in this area where you have the rain 
forest you will run into a good amount of money before it is finished. 
They figure, I think, to finish the permanent bridge structures and 
to pave the road at a cost of another $8 million. 

Mr. pu Ponr. This is the worst part of that road. 

Mr. Coon. I have no questions. 

Mr. Rooney. I have no questions. 

Mr. Preston. No. 

Mr. I| believe not. 


NEED FOR CONTINUITY OF CONSTRUCTION WORK 


Mr. Roonny. I have just one question. You will need these 
funds in order to keep this work going; is that correct? 

Mr. Casor. That is right. 

Mr. Rooney. If you do not get the funds everything falls down 
into nothing and you have to start all over again at some future time, 
if you should so decide? 

Mr. Canor. That is just about it. In other words, it is to kee 
our foot in the door so that we will have an organization and we will 
be able to show the people that we are working even though at a low 
rate. 

Mr. Roonry. Off the record. 

(There was discussion off the record.) 

Mr. Sixes. How much in the way of matching funds are provided 
by the Nicaraguans? 

Mr. Casor. This was in connection with the original matter. 

Mr. Sixes. Is all this work to be paid for by the United States 
Government? 

Mr. Cazor. That is right. 


TIME AND FUNDS REQUIRED FOR COMPLETION 


Mr. Stxes. Have you made any effort to put a completion date 
on this road? 

Mr. Capor. Again, it is a question of how soon we get the funds. 

Mr. Stxes. Do you know what the total cost will be? 

Mr. Casor. The estimated cost is $8 million. 

Mr. Oumans. Complete to Rama. 

Mr. Sixes. You anticipate it will cost $8 million from this point 
to complete the road? 

Mr. Casor. No, $7 million from this time. 

Mr. Sixes. $7 million, including the appropriation that is now 

Mr. Casor. Including the appropriation now being spent. 

Mr. Sixes. That is all. 
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THuRSDAY, JANUARY 14, 1954. 


BUREAU OF THE CENSUS 


WITNESSES 


LOTHAIR TEETOR, ASSISTANT SECRETARY FOR DOMESTIC 


AFFAIRS 
ROBERT W. BURGESS, DIRECTOR 
A. ROSS ECKLER, DEPUTY DIRECTOR 


HOWARD C. GRIEVES, ASSISTANT DIRECTOR 
CHARLES H. ALEXANDER, BUDGET OFFICER 


SALARIES AND EXPENSES 
Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate __ 
Transferred from ‘Salaries and expenses, Civil Aeronautics 
Administration,’’ pursuant to Public Law 286 


$6, 810, 935 


$6, 770, 000 


Adjusted appropriation or estimate 
Reimbursements from other accounts 


6, 810, 985 
98, 132 


6, 909, 067 
— 18, 432 


6, 890, 685 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


Direct Obligations 


1. Current census statistics. 
2. General administration _- 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other Ac- 
counts 


1, Current census statistics 
Obligations incurred 


$5, 428, 174 
921, 826 


98, 132 


6, 350, 000 


6, 890, 635 


Obligations by objects 


Object classification 


1954 estimate 


1955 estimate 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees. 


Average salaries and grades: 
General schedule grades: 
ar 


we 


Personal service obligations: 
Permanent positions 
ar pay in excess of 52-week base 
pone) above basic rates 


pz 


Total personal service obligations 


2383 


— 
$6, 350, 000 
540. 000 200, 000 
Total available for obligation.___....._...............-- 7, 410, 000 6, 550, 000 : 
Unobligated balance, estimated savings... | 
— 7, 410, 000 6, 550, 000 
$5,968,818 |. $5. 865, 174 
1953 actual | 
1, 359 1, 147 
Crafts, protective, and custodial grades: 
oma on ‘ 


eww 
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Obligations by objects—Continued 


Object classification 1953 actual 61954 estimate! 1955 estimate 


Direct Obligations 
$5, 382, 315 


Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction. 
Other contractual services 
Services performed other 
Supplies and materials 


GRRESES 


Equipment 
Refunds, awards, and d indemnities. 
Taxes and assessmen’ 


Total direct obligations 


10,071 
355 | 
7, 810 


6, 792, 508 | 


6, $70, 000 | 


Obligations Payable Out of Reimbursements 
From Other Accounts } 

Personal services 81, 385 452, 439 
ravel__ 5, 396 7, 500 


Cc services. 
Rents and utility 
Printing and reproduction 
Other contractual services 

Services performed by other agencies.......__..__.._.._. 
Supplies and materials 


Total obligations payable out of reimbursements from 


Obligations incurred ~~ 6,890,635 | 7,410,000; 


Analysis of expenditures 


| 
| 1953 actual 


Unliquidated obligations, start of year $513, 634 | 
Adjustment in obligations of prior years ‘ 75, : . 
Obligations incurred during the year 6, 890, 635 | 7, 410, 000 


7, 480, 191 8, O11, 166 
Deduct: 


Reimbursements 98, 132 540, 000 
iqui 601, 166 540, 000 
6, 780,893 | 6, 931, 166 


Expenditures are distributed as follows: 
Out of current authorizations 7 6, 277, 402 6, 330, 000 
Out of prior authorizations. 503, 491 601, 166 


ANALYSIS OF EXPENDITURES 


Mr. Cievencer. The committee will come to order. We will 
consider the “Salaries and expenses” appropriation for the Bureau 
of the Census. 

If you have a general statement we will be glad to hear it, Mr. 
Teetor. 

Mr. Terror. Yes, sir. 

Mr. Cievencer. This is your initial appearance, I believe. 

Mr. Terror. That is right. This is my first time. 

Mr. rh Frames Then will you give us a little personal history 


bio 
ay, trent I will be glad to. It will not take very long. 


, 
Personal services 
aes ‘ 157, 106 231, 897 224, 802 
+4 4 aS! 24, 766 | 32, 887 32, 646 
ah 102, 803 | 190, 236 184, 730 
141, 171 110, 328 83, 026 
246, O14 | 262) 350 249, 485 
iy se 41, 288 | 55, 310 28, 833 
85,000 | 95, 664 83, 984 
k el 53, 491 | 69, 292 
al | 165, 800 
02 11, 000 
03 130 200 
0 05 | 6,077 | 9, 430 12, 400 
06 4,104 8, 500 8, 400 
4 08 | 80 | 24, 019 200 
0 & } 
| 1955 estimate 
| $540, 000 
| 6, 550, 000 
200, 000 
510, 000 
|__ 6,380, 000 
0 540, 000 
7 
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BIOGRAPHY OF ASSISTANT SECRETARY TEETOR 


I was born and reared in a little town called Hagerstown, Ind. 
with 1,600 population, where my family ran a factory. I belong to 
the second generation of that company. 

I have been in the manufacturing business there all of my life. I 
went to school at the Hagerstown High School, and I had a couple of 
years of college, 1 in Pomona and 1 in Wisconsin. 

I have had experience in the Indiana Legislature. I had 8 years 
in the Legislature of Indiana; 6 years of that time I was on the ways 
and means committee. 

I am filled with a little remorse right now at the hard time I gave 
some of the boys that came before me. Now I am on the other side 
of the table. 

Mr. Bow. Have you ever had the pleasure of being on an appro- 
priations committee? 

Mr. Teeror. That is both the appropriations committee and the 
tax committee of Indiana. It caiies both subjects. 

Mr. Bow. Then you do understand some of the problems on this 
side of the table? 

Mr. Terror. Oh, yes. I know this pretty well from a State angle. 

I am just a common, everyday Hoosier. 


SUMMARY OF REQUIREMENTS 


Mr. CLevenceER. The request for this item is $6,350,000. 

We will insert in the record at this point page 309 of the justifica- 
tions. 

(The information is as follows:) 


Summary of requirements 


Transfer from ‘‘Salaries and expenses, Civil Aeronautics Administration’’ (Public Law 286) -- 100, 000 
Deduct: 
Amount appropriated for replacement of buses-...................---.------------ —8, 000 
Leases transferred to General Services Administration. —2, 309 
Net difference, 1955 over 1954: 
| Requirements Difference, 
By activity 
1954, 1985 crease (—) 
adjusted estimate 
. $5, 862,865 | $5,428,174 | —$434, 691 
Gomeral . 996, 826 921, 826 —75, 000 
Gross requirements. ............---.---------- 6, 859, 691 | 6,350,000 —509,691 —509, 691 
Total estimate of appropriation, 1955............-.--.-..+--...--.+-4--+.-----++-+++----- 6, 350, 000 


Mr. CLevencer. You may touch briefly on each of the various 
items under the current census statistics and general administration. 

Incidentally, we would like to know how much was returned to 
the Lagat from the sale of such items as census documents, and 
so forth. 


is 
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Mr. Treeror. What I would like to do, Mr. Chairman, is to give 
you a rather general statement of this thing, and when we get into 
the detailed figures Dr. Burgess had better take over because he is 
more familiar with that than I am. 

Mr. Cievencer. Very well. 

Mr. Treetor. As you know, in domestic affairs I have three principal 
agencies: the BDSA, the Office of Business Economies, and the Census 
Bureau. 

I am coming before vou later on for the BDSA and the Office of 
Business Economics. At that time I want to tell you a little bit 
more about this office I hold and what I am hoping to do. 

Today | thought it would be better if we just concentrated on the 
Bureau of the Census. 

Mr. CLevencer. That is right. You will need preparation for the 
other sections. 

Mr. Terror. I suspect so, so let us just talk about the census. 


IMPORTANCE OF GATHERING STATISTICS 


Probably after our No. 1 job—which is the preparedness, of course, 
in the domestic economy, through the BDSA—the next job is to pre- 
sent the facts and figures that industry needs or that all business 
needs for planning. Defense needs them for planning. Agencies of 
government have to have these figures. Manufacturing has to have 
them. In wholesaling and retailing, agriculture, minerals and mining, 
and foreign trade, statistics are needed. 

Our whole business planning is based on the figures collected and 
distributed by the Bureau of the Census. 

It seems to me that we could all fairly well agree that we are going 
through a somewhat critical and transitional period at this time. We 
are changing from war to peace. Although we have had very pros- 
perous times, we are in for some adjustments, no doubt. 

We want to maintain the highest level of production that we can, 
and the highest level of employment. To do that we should give 
business all the tools it can possibly use and needs. 

Now, one of the big tools of business is these figures that they get. 
Actually, I never knew before how important they were to business, 
until I got into this job I am in today. I find that they are the basis 
of so much planning that they are just about the most essential thing 
we can give to an employer. 

Now, to have employment we certainly have to have employers, 
and we have to have employers with good plans. And good planning is 
principally done from a lot of statistics. Those statistics have to be 
good and they have to be right. 

The first step is gathering those statistics. The Bureau of the 
Census is the principal gathering agency of this Government to gather 
the information that we need. Then it has to be put in understand- 
able form. Then it must be distributed. 

When we think we have a working force here in this country of 
63 million people; 6 million in agriculture and 55 million who are in all 
the other types of business; keeping those people at work is a good- 
sized job. Keepi ing them ‘at work depends upon the planning of 
thousands of individual industries. There must be planning for the 
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future constantly, because we have to plan for a growing business and 
for a growing economy. 

Right now we have some areas in this country where we are having 
unemployment difficulties. One of those came to my attention last 
week, That was in eastern Kentucky in the coal-mining district. 


AREA DEVELOPMENT DEPARTMENT 


We have a board or department which is called the Area Develop- 
ment Department. It has 10 or 12 people in it, I believe. They go 
into an area like this and find out what they can do. What can we 
do in this area to get these people back to work? 

This one in Kentucky is a fairly knotty problem, because there is 
almost only one industry in the area, coal mining. But we are sending 
a man down there next week to work with the Kentucky State Devel- 
opment Board in the various towns and cities in that area to see what 
can be done. But they all start with facts and figures. 

They start with population. Population growth has to be studied. 
What Cocca are there now? What businesses can we recommend 
be put into that area? What is the production? What can be manu- 
factured down there? All those things come from historical figures of 
what has been done and what might be done. 

We have several of those areas all over the United States, and every 
one of them is a separate study. We start with these business figures 
that are collected by the Bureau of the Census. Some of them are 
collected by the Office of Business Economies, but the Census Bureau 
is the starting point. 

DISPERSION OF INDUSTRY 


We also have this problem of dispersion of industry. It is a defense 
problem largely, but there we have to know the districts. Where 
can We put new industry or disperse industries from crowded sections? 
What places are there were we have all of one kind of business in one 
place. It is not very safe to have it that way. 

We study possible locations, and that takes facts and figures. 
These are used by all types of business. These are business statistics 
and vital statistics. Where do we need more distribution? Where 
can stores be placed? The big retailers use these figures to a very 
great extent. Where is the purchasing power? 

One of the studies that has been going on for several years, and one 
that is very valuable, is the study of county business patterns published 
by the Census Bureau. I find that those are used through our field 
offices almost daily by various companies, big and little, determining 
where they ought to work. 


LOS ANGELES COUNTY GROWTH 


I was in Los Angeles yesterday. Out there they have a real problem 
in their population growth. In 1950 I found that they had a popu- 
lation of 4,151,000. Three years later, today, they have 4,806,000 
people in Los Angeles County. By 1960 they will have 6 million. 

Well, they use these figures and other figures that the Census Bureau 
prepares and distributes to plan their water supply for one thing; and 
water is a terrific problem out there. What is the population! going 
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to be? What kind of businesses are we going to have to plan for out 
there? 

Housing is also always a problem out there in California. So they 
use these statistics that principally come from the Census Bureau for 
water, housing and employment, zoning, retailing and wholesaling, 
transportation, foreign trade, and port facilities. All of those figures 
are used out there. They are just as essential as can be. They just 
cannot do business without them. 

Mr. Bow. May [I interrupt you right there? 

Mr. Terror. Yes, sir. 

Mr. Bow. I should like to ask whether or not the city of Los An- 
geles is capable of making some of those investigations for itself, or 
whether it does do so. 

Mr. Terror. I suppose maybe they could if they were set up for 
the work, but there is a technique to doing this, Mr. Bow. The 
amateur can very well go into these situations, where it is a pretty 
good-sized job, and not do too well. Certainly the Census Bureau 
is best qualified to do this job. 

Mr. Coon. Did they request you to come to Los Angeles for this? 

Mr. Terror. No; I went out there for another purpose, but I just 
found this out while I was out there. I spent an afternoon in our field 
office out there, where the local people call on them for these figures. 
They have a good-sized library, and they keep it right up to date with 
all of these figures, so they come in there for them. 

I was talking to the regional manager out there, and I found out 
these things. I asked this question: 


What do they use them for? 
He said: 

We just cannot keep house ou: here without them. They are just essential. 
We have to have them. 


IMPORTANCE OF GATHERING STATISTICS 


So the value of these figures and having them up to date and right 
seems to me to be one of the most important things we are doing in 
government today. Certainly it is one of the most important things 
in the Department of Commerce. To have them right and to have 
ae promptly done is one of the things we try to accomplish in our 
job. 

It seems to me we cannot run the chance of permitting this essential 
service to deteriorate, because the cost of doing it poorly and the cost 
of doing it well does not represent much difference. I do not believe 
that we in government should think about doing a poor job on some- 
thing that is as essential as this. We just have to have sufficient 
funds to do a good job. 

Some of it has deteriorated. It is not as good as it ought to be. 
But given the funds, under Dr. Burgess’ management I think we can 
perform one of the principal functions of government today in this 
Census Bureau. We should never sell it short on its value to the 


ow, that is my introductory statement, Mr. Chairman. For the 
rest of this discussion I think probably Dr. Burgess is much better 
qualified to carry on that I am. 
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RECEIPTS 


Mr. CLevencer. There is one question that I asked: How much 
was the return to the Treasury from the sale of census documents? 
You can touch on that any time it fits best into your picture; either 
now or later. 

Mr. ALexanpreR. The Government Printing Office sales last year 
of census documents were $315,000. We received slightly over $11,000 
in the Census Bureau. That is a total of $326,000. 

Mr. CLevenGer. Have you a statement, Dr. Burgess? 

Mr. Bow. Mr. Chairman, before we go into that general statement 
of Dr. Burgess I would like to ask the Secretary a question. 


DETERIORATION OF CERTAIN SERVICES 


In view of your statement that some of the services of the Census 
Bureau have deteriorated, I should like for aru to designate what 
ervices of the Census Bureau you feel have deteriorated. 


CENSUS OF BUSINESS AND MANUFACTURES 


Mr. Treeror. Well, probably the one that has deteriorated most 
has been the Census of Business. 

Mr. Bow. In what manner has it deteriorated? 

Mr, Terror. In order to keep it up to date we have had to do a 
lot of sampling and spot checking. We have not had a census since 
1948 on that, covering 1948. That is getting pretty old for our 
benchmarks. 

Mr. CLevenGcer. You did not make any check on this business 
census in the 1950 decennial census at all? 

Mr. Buraess. No. 


FOREIGN TRADE STATISTICS 


Another one has been the statistics on foreign trade. That is 
becoming more and more important to us, to have good figures on 
what our foreign trade is, by product classification, in and out. 

Mr. CLevencer. This committee has been more than liberal in 
supplying the foreign trade activities of our Government with money. 

Mr. Trereror. Maybe in some agencies, but we are not doing as 
good a job on facts and figures as we should. It is a relatively small 
expense. 

CENSUS OF AGRICULTURE 


Mr. Bow. Are there any other branches you feel have deteriorated? 

Mr. Teetor. Well, agriculture, of course was up for a 5-year 
census. The Agriculture Department feels that with all the planning 
they have to do on acreage and parity—you know what that planning 
job is. ‘ 
y Mr. Cievencer. Do you know how the farmers feel about being 
censused? 

Mr. Bow. Mr. Chairman, may I follow through on that just a 
minute now? 

Mr. Crevencer. Yes. 
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Mr. Bow. Who in the Department of Agriculture has told you that 
to carry on the business of the Department of Agriculture they feel 
they ought to have an agricultural census? 

Mr. Taprons The gentleman we talked with is True Morse, Under 
Secretary. He feels that we would certainly be much better off if 
we had better figures there. 

By sample checking agriculture you cannot get down into the coun- 
ties. You cannot get the detailed figures that you need by product, 
by small district, by county district. That is what we have been told. 

Mr. Bow. I suppose you know, Mr. Secretary, that in my district 
at least the PMA has gone around with a wheel and has measured 
practically every field within my district within the last year on this 
question of controls of crops and so forth? 

Mr. Treror. Yes. 

Mr. Bow. The other agents of PMA make all the other surveys. 
What particular surveys do you believe are so essential to the Agri- 
culture Department? What particular item in that survey do you 
feel we have neglected? What should be done at this time? 

Mr. Trevor. I do not know that detail, Mr. Bow. I know that 
we missed the estimate on cotton about 3 million bales last year. 
Whether that was due to bad figures or not I do not know. 

I know we have to have good figures. If we do not have them we 
had better get them. 

Mr. Bow. That is all at this time. 

Mr. Terror. I am told that we do not have good figures for 
everything. 

Mr. Bow. I have nothing further now. 

Mr. Coon. Who missed the estimate on the cotton 3 million bales? 
Was that the Department of Agriculture or the Bureau of Census? 

Mr. Treeror. I think the Department of Agriculture probably 
missed that. 

I think the Secretary told you that we want to come before you 
later on about this agriculture census and about the complete census 
of business and manufactures and minerals. We will have a story 
‘ that time which will contain all the information that you should 

ave. 

I do not believe we are prepared at this time to discuss those two 
things. There is a sample check for agriculture in this budget, with 
$3% million, I believe. 

Mr. Cievencer. If this is contemplated, Dr. Burgess, why are you 
coming in for spot-check money, since this supplemental is in the 
picture? 

Mr. Buraess. It is not quite in the picture. That is, as the Secre- 
tary mentioned, I think, Tuesday, there is a request for the census of 
business and manufactures which will be approved, if it is approved 
by the Bureau of the Budget, on a review of the report of the Intensive 
Review Committee, the Watkins committee of nine outstanding 
specialists representing largely business and agriculture. 

On consideration of that it is our belief at present that we would be 
justified in having a supplemental appropriation going further than 
was approved in here when this was prepared. But we are not, as 
the Secretary indicates, really prepared at this time to present details 
of what will come up in that connection. 
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As we are presenting it here, it is the current business statistics 
and the sample census of agriculture, costing $3 million, which will 
be of value, and the Agriculture Department believes it will be a well- 
justified cost, although the complete census would be better. 

The actual enumeration must be taken starting in October 1954 
in any case. I do not believe “in any case” is quite true. Some 
alternatives are to be considered. The actual work can wait a few 
weeks, at any rate, before we actually get underway. 

Mr. CLevencer. Coming from an agricultural district, I cannot 
think of any secret that a farmer has from Washington. 

Have you any questions on this, Mr. Bow or Mr. Coon? 

Mr. Bow. I have none at this time. 

Mr. Coon. I just wonder what the census of agriculture is going 
to show further and above what the questionnaire sent out by the 
Agriculture Department would show. 

I have been a farmer most all of my life, and I have been on the 
mailing list and have been getting these requests from the Agriculture 
Department. We get lots of them, and they know all about the 
business I have been in for the last 20 years out there. I have not 
had them for the last 2 or 3 years. 

It looks to me like they get almost all the information you are 
talking about getting from your census. What part is it that you are 
going to get which is in addition to what they get in their question- 
naires that they send out monthly and quarterly? 

Mr. Terror. Dr. Burgess, would you like to answer that? 

Mr. Bureuss. If you want to get into the detail on that we ought 
to go through the questionnaire. 

Mr. Coon. I remember getting the 1950 questionnaire, I believe it 
was. It was a great big long one that took me nearly all day to fill out. 


NEED FOR CENSUS OF AGRICULTURE 


Mr. Burgess. Some of the others can check me here, but you will 
find that in the first place the Department of Agriculture is strong for 
a quinquennial census of agriculture as it stands now, a complete cen- 
sus, to round out the picture, to enable them to ask the questions of 
the particular crops and so forth of the right people. They like to 
bev the complete information as a background for their more detailed 
studies. 

The complete census of agriculture has information about the farm- 
ers and the land and the capital equipment and the annual production 
and the acreage and all those things together on the same form, which 
can be put on the same punch card and cross-tabulations arranged in a 
summary, to display the whole picture in a way that gives them bench- 
marks for their studies of those particular things. 

So it is part of the story. These things may come to you on the 
things we do in particular and the things that the Agriculture Depart- 
ment does go to another subcommittee, I believe. But the things 
are coordinated by the Office of Statistical Standards and Bureau of 
the Budget and we get together with the corresponding people in 
the Department of Agriculture. 

They attend meetings. For instance, we had a committee of our 
agricultural advisory group last Friday, as a matter of fact. We had 
representatives of the Department of Agriculture sitting in on our 
discussions. So we are tying together on that. 
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As you go into the detail you will find, I think, that there is no 
waste or duplication in it. It is just that we get a comprehensive 
picture which they build on, to get the particular things they want. 

Recently, on this estimate on cotton, Mr. Hansen, the Assistant 
Director, a specialist in sampling, has been meeting with a special 
group that has been surveying the estimating and predicting of the 

epartment of Agriculture and going into that with a special appro- 
priation of $100,000 or $150,000. I do not remember the exact 
amount. They had something special to conduct an investigation 
and see where they were wrong on methods. They asked to have 
Hansen detailed to them, for something like 4 to 6 weeks of his time, 
to go into the methods and help make suggestions as to getting the 
thing out better. 

It is a matter of rounding out the picture with the Census Bureau 
handling certain things. It makes the enumeration, which is its 
specialty, covering a lot of factors together. The factors need to be 
compared, and so the census of agriculture reports are consolidated, 
bringing information about the farmers and the farm equipment and 
farm purchases all together so that you can use the information as 
it is coordinated. 

Mr. Coon. As I recollect, from the questionnaire sent to me, it 
seemed to me like there was quite a lot of duplication. That is why 
I am asking about it now. My recollection indicates there was a 
lot of duplication. 


LETTER FROM SECRETARY OF AGRICULTURE TO SECRETARY OF COMMERCE 


Mr. Ecker. I wonder if I mizht quote from a letter which the 


Secretary of Agriculture wrote to the Secretary of Commerce last 
May, in which he dealt pretty specifically with the questions raised 
here. It is on page 355 of our justifications: 

These quinquennial censuses are of great importance not only in the work of 
this Department, but also to American agriculture and to the many other indus- 


tries dependent upon agriculture as a source of raw materials or as a market for 
their products. 


Mr. Burasss. This is under the justification for the sample census 
of agriculture. 

Mr. Ecxunmr. Yes. Then toward the latter part of this quotation 
it says: 

Some people doubtless suppose that the availability of this information from 
the Department of Agriculture makes unnecessary the data collection of your 
Department in this field. This, as you are well aware, reflects complete un- 
familiarity with the extent to which our current statistics depend upon the 
quinquennial census data. 

Then it goes on to point out that the quinquennial census data 
furnish benchmarks on which the operations of the Department of 
Agriculture are based, and make possible reliable figures through the 
intermediate years. 

As pointed out by Mr. Teetor, in some cases they are not quite so 
reliable as they might be even with these benchmarks. In the absence 
of the benchmarks there is general agreement that the deviations 
would be much greater than they are. 
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USEFULNESS AND RELIABILITY OF AGRICULTURE STATISTICS 


Mr. CLevencer. We have a cardinal example of how much use 
they make of the cotton statistics. We know there is at present a 
surplus of cotton. We know that more fabric is piled up than they 
can use. 

I do not know whether the Britishers affect the market price for 
cotton as much as they used to or not, but the world market for cotton 
used to be made at Liverpool. They had a reporting system there 
with which they hit the American production almost on the nailhead 
every year, entirely independent from any American source of informa- 
tion. They have a resident estimator in every county, or less than a 
county if it is a heavy producer, and they never miss the correct 
figure much. 

On top of that, the very first bill which was passed in the Senate 
was one to set aside the acreage that had been agreed to, and to 
increase it a substantial amount, in the knowledge that they were 
oat a product which would simply add to an unsalable 
surplus. 

There ought to be some coordination before we spend money and 
get figures which nobody is going to pay any attention to. 

I have spent a lifetime in the business of selling textiles, and I will 
tell you that we have many materials now which will wear three times 
as long as they would a few years ago. That means there is less and 
less yardage used. We are producing things for which there is no 
market. 

We have sent teams of men over under the point 4 program to induce 
production all over the world, when we have a surplus of agriculture 
products. The best figure I have on the amount of cotton produced in 
the world last year was 42 million bales, of which we produced less 
than 40 percent. The world is producing an increasing amount of 
cotton, without any foreseeable use for it. We do not have machinery 
in this country to spin it. 

We have a case under this general relief program where we provided 
money to buy cotton, and they wanted the money instead of the 
cotton itself, because the country wanted to go to some other area 
of cheaper production than ours and buy it. 

Then some of us, like myself, who, just to save our self-respect, 
vote against an extension of a program which will continue to cut 
off any protection for the American cotton grower, are charged then 
with not supporting the administration or the President in his efforts. 
There are some things that a man cannot do, when he knows that 
they are wrong and will not work for the best interests of the country. 


AVAILABILITY OF LOCAL STATISTICS 


When I see the statistics that are available in my State on almost 
any subject I wonder whether the Census Bureau should be doing the 
job it is. For example, here is a release of a private information 
agency to which I subscribe [indicating]. That little article shows 

ou every worker at the half year in Ohio and the amount of wages 
e received. That is “hot’’ information. 

Every week this agency devotes its attention to a different subject; 

the data is never more than 2 or 3 months old, not 2 or 3 years old. 


—_ 
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We have a retail sales tax law in Ohio. Reports based on that tax 
—_ you. exactly how things are moving at retail, outside of retail 
food. 

Mr. Terror. You can do that in the States where they have the 
retail sales tax and can get it in that State. That gives Ohio a pretty 
good way of getting figures quickly. However, you cannot get it in 
certain others, such as Indiana. 

Mr. Burecess. The report to which you refer is of course derived 
from unemployment compensation records. 

Mr. CLeveNGER. But next week it will come out on some other 
basis. The man in business is aware of what is going on all of the time. 


SELF-HELP BY STATES AND INDUSTRY 


Mr. CievenGcer. Ohio gets back about 27% cents out of the dollar 
for public roads. We have a new bond issue of $500 million for the 
roads, to complete our highway system. We are doing things for 
ourselves, and at the same time we are building this great highway, 
and Indiana is getting ready to take it on across, to carry the freight 
business which is breaking up our highways. 

What I would like to see is the States and Commonwealths doing 
as much as possible for themselves. 

It would be illuminating to you to read these releases every week 
as they come in. 

Mr. Trxrtor. We are publishing retail sales figures now, 10 days 
after the first of the month. 

Mr. Bureaess. That is a national total. 

Mr. Cuevencer. As I see it, we have to encourage a willingness of 
the States to help themselves. 

Mr. Treeror. And industry to help itself. 

Mr. CLevencer. I am sorry to take your time. 

Mr. Terror. That is a good subject. 

Mr. CLEvENGER. It is pertinent. 

Mr. Terror. We believe that way, too. We believe that in the 
collecting of the facts for industry, too. We think industry ought 
to pay for its own figures. We have made great strides in that con- 
nection. 


TIMELINESS OF FIGURES 


Mr. CLevenGer. You are not unaware of the collection of figures 
every Saturday night from these nationwide distributors and retail 
stores and all of that, who provide reports on unemployment in every 
town, and the laying off of men? 

Mr. Burcess. Is that published? 

Mr. Cuevencer. That is quick and “hot.” They have it for their 
own. use. 

Mr. Burgess. If anybody wants to know it that does not provide 
it. 


. CLevencer. The manager has to send in a report. If A 
co ag or B company lays off 35 men, then the New York office 
or t head rai wherever it is, knows it. The information is 
collated quickl 
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J. C. Penney; Sears, Roebuck; Montgomery Ward; and all of 
them send in weekly reports. The oil companies do, also. That is 
“hot” information. They get it every week. 

They come down here to tell me that people are going to open up 
new stores on figures 3 years old, and that does not register with me, 
because I was in the business end of it and I know we did not rely 
on anything that old. 

Mr. Terror. We do not, either. 

Mr. Cievencer. It is like sticking a clinical thermometer in your 
mouth. We want to knw what business is now. 

Mr. Yes. 

Mr. Cievencer. Most of this clamor comes from the junior men 
in the company, where the head of the company tells me, ‘For good- 
ness sake, save some of that money so we can balance this budget.” 
Along about the next week some little junior man with a library, 
down below, wants just what his boss has written me the week before 
that they do not want. It is a question of how much is useful and 
worthwhile. 

I have just been telling you how I feel about it. Sell me the bill 
if you can, and sell it to my committee. I do not rule the committee. 

e each vote for ourselves. 

I think what you have asked here is a reasonable request. But if 
it is going to be followed up by more, that is a different thing. 

These homeopathic doses do not frighten me, but if you have an 
allopathic dose coming along in a supplemental, then I will get 
nervous. 

Mr. Terror. We will try to have a good story on that when we 
come up. If we cannot prove it then we should not have the money. 

On this matter of the timeliness, our figures are not 3 years old. 
We get figures out every month on lots of things. 

Mr. Burasss. This is the 10-day report to the retail trade [exhibit- 
ing document]. 

r. TeeTor. These have to be spot checks. You cannot do a 
national check on something every month. 

Mr. Crevencer. It would be silly to try to do it. 

Mr. Terror. Yes. 

Mr. Cievenaer. I was rather the father of the idea of spot checks 
based on decennial benchmarks, as you will see if you read last 
year’s hearings. 


NEED FOR GOVERNMENT ECONOMY 


I have watched your program over the years, and it has seemed to 
me that you want to get on a more or less constant production basis, 
instead of going from intensive decennial activity to years of rather 
routine work with small employment. There have been “made work” 

rojects to keep the Bureau going on all cylinders all the time. You 
ie to look over a number of these years of appropriations to get 
that feeling. 

I am worried about every dollar that you take away from the tax- 
payer; some retailer would get it if it were spent. It is getting so 
that too much of every dollar that a person earns in the United States 
is spent for him before he gets it in fixed costs of the Government. 

Mr. Terror. We do not want that. 
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Mr. CievencerR. When it gets to the point where it takes $2 a da 
per capita to keep government going, we are buying too darned ses 
government. 

Mr. Teeror. Yes. 

Mr. CLevenGeER. I am doing my part to try to get that down within 
reason. 

Mr. Trewror. Bless your heart. I am with you all the way on 
that. 

Mr. CLevenGcEeR. The Secretary of Commerce gave us some 
very cheering figures the other day on the chart over here. 

Mr. Tgetor. This Department has been cut terrifically, as you 
know. We just want to get what is necessary, Mr. Chairman. 

Mr. CLevenGcER. Yes. 

Mr. Tgertor. We do not want anything more than that. Where 
we are talking about two or three million dollars, more or less, on a 
$370 billion gross product, just to try to get good figures, I think we 
ought to give it the benefit of the doubt, do you not? 

Mr. CLEVENGER. Let me say again: There is nothing so permanent 
as a temporary Federal job that has a salary connected with it. 

I want you to know that I do not wish to be harsh with you. I 
say these things with the same feeling my father had toward me, 
when he used to warm my pants. It was for my good and for the good 
of my soul. He wanted to keep me from becoming a delinquent 
minor. 

Mr. Trertor. We are trying to find out what is necessary out there. 
a Dr. Burgess is trying to give it the best administrative talent 

e has. 

Mr. Cievencer. I do not want to say more about it. We are all 

willing to listen to his story. 


WATKINS SURVEY COMMITTEE INVESTIGATIONS 


Mr. Trrtor. You know the investigations that have been made 
out there, with the Watkins committee. 

Mr. Cievencer. I do not know what the report of it was. 

I know a year ago, when Dr. Burgess took over, that you could not 
find an old-fashioned Democrat or Republican around with a seareh 
warrant. You had some awfully good men in the Department of 
Commerce who were lost before you took it over. There was a 
reduction in force, but the Department kept on practically all of the 
seasoned ‘‘do-gooders.”’ The first fellows to walk the plank in this 
reduction of force were the old-fashioned Democrats or Republicans, 
and there were not very many. 

You still have too many employees who do not believe the way you 
do about the need for economy, and they are preparing a lot of these 
figures for you. 

Mr. Treror. That is the reason we got this committee to work. 
We are trying to do a good job. If you will give us a little more time, 
I think maybe we can show more progress. 

In trying to decide what is necessary and what is not necessary in 
this field of statistics you almost have to get people who work in it 
all the time and who use these figures. So in an effort to do that 
this Watkins survey committee was appointed. We got nine of the 
outstanding economists of the United States to work on it, people 
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who were statisticians, people from industry and people who were 
professionals. They enlisted the help of about 1,000 or 1,200 people, 
men in all these various categories where we collect figures, to find 
out if we are doing the job of collecting things right, whether we are 
collecting the things we should or whether we are not collecting some 
things we should collect. 

This report will come in to you. We have had the verbal report 
already. It will be finished and in our hands very shortly. That 
will be studied very carefully, and we will determine what the things 
are we are going to do. 

Then in addition to that let me say that you have talked about the 
times when we have made work. I have not been here long enough 
to know about that, but I have noticed the budgets over the years, 
and there are terrific upswings and downswings, showing that when 
you take these big censuses the expense does go way up and then it 
comes down. 

We do not intend to have that condition of “made work” out there, 
Mr. Clevenger. 

Mr. Cievencer. Can you get hold of some figures that will illus- 
trate how employment in the Census Bureau used to move before the 
last World War? 

Mr. Treeror. Every time you had a decennial census it went way 
up. 
Mr. Cievencer. Surely, but the peak lasted less than 3 years, fol- 
lowed by at least 7 years of low expense. 

Mr. Burerss. There was a period from 1919 through 1939 where 
we had a census of manufactures every 2 years. They got around 
the peak that way. That was mostly under Republican administra- 
tions. 

Mr. Cievencer. Businesses were failing so fast you had to have 
those figures to keep track of them. 

Mr. Bediiees, Some of them have been growing fast recently. 

Mr. Crevencer. You wait until this influx of foreign merchandise 
begins, and see if it does not happen again in the United States. 
British bicycles and foreign textiles are already coming in in quantities. 
You will have to take a census every 2 years again before long. 

Mr. Buraess. You will be giving us money for that, I take it? 

Mr. CievenGcer. I do not know where we will get it. I will be 
frank with you. 

I think this is a reasonable budget you have bere. The frightening 
part of it is that they tell me this is just the beginning; we have not 
seen anything yet—the bearded lady and the fat man are coming up. 

Mr. Bureess. That proposition has not been shaken down yet. 
We will have to come back with that story and see if we cannot give 
you good reasons for it. If we cannot, of course, we should not have 
the money; that is all. 

We will try to cover that when the time comes. 

If you say you are satisfied with this budget, that is fine. 

Mr. CLevenGer, I think it is a reasonable budget. There may be 
— sandpapering needed, if there is we will try to find the right 

ace. 
¥ Mr. Treetor. Now, then, why do we not go ahead with this budget? 
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Mr. Bow. Mr. Secretary, may I make an inquiry: Is this Watkins 
report going to be available to the members of the committee? 

Mr. Trevor. Certainly; yes. 

Mr. Bow. When do you expect that report to be finished? 

Mr. Buraess. I was talking to Dr. Watkins this morning. It is 
a matter of pressure. Other engagements on his part partly are tying 
the thing up. He wants to submit what he calls the panel reports, 
reports from the experts outside the committee groups, and wants to 
assemble it, so that it will take a matter of weeks. He was not 
willing to state a time when he would have that. 

Mr. Bow. It seems to me that would be very important to us. 

Mr. Burgess. I| think it is. I agree it should ‘ presented in a 
form you can use. 

I think it would be a summary report with perhaps 30 or 40 or 50 
pages, backed up by the exhibits you can look into, and the spots 
you want to go to could be discovered from the summary. 

Mr. Eckuer. Perhaps it will be a little longer than that, but not a 
great deal longer. I think it would be in a summary form. 


PAYMENTS FOR SERVICES TO SPECIAL BENEFICIARIES 


Mr. CLevenGer. | want to leave another little thought with you. 
If business wants to use these figures and if they are so valuable to 
business, why on earth do they not offer to pay for them? Why 
make Joe Doakes, whose little dollar they are looking for, who has 
absolutely no interest in the figures, pay for them? 

Mr. Teeror. Of course, the businessman figures he is paying for it. 

Mr. Creveneer. If they use your machinery to collect the data 
they want why should they not pay for it? 

Mr. Burasss. They pay for part of it. 

Mr. Crevencer. For part of it. All the rich men in the United 
States could not pay for this Government even if you took all their 
fortunes away from them. You have to tax the small stockholder and 
the man on the street every day every time he turns around for every- 
thing he buys to pay for this buggy ride. 

If business wants these statistics, business ought to pay for them, 
not the man at whom they are looking to see if there are a few feathers 
they have missed somewhere, that they did not pick before. 

Mr. Treror. Of course, they rather figure they are paying for it, 
too, because business taxes are considerable. 

Mr. Burcess. We are working on the proposition that where the 
advantages of a service supplied by the Government accrue to one 
particular group it should be possible to assess the cost of the service 
on them. I attended a meeting of the apparel manufacturers recently, 
and it turned out that the people who were interested in that were the 
people who made the apparel, the cotton and other textile people, and 
the people who sold to them. . 

Mr. CLEvENGER. According to your figures, there were $326,000 in 
meee last year; probably most of it only covered the printing of the 
results. 

How much money did you ask for the general business census in 
last year’s budget? 
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Mr. Atexanper. The original budget estimate was $21 million, 
including $1 million for UN IVAC. 

Mr. Roonry. What was that question, Mr. Chairman, and the 
answer? 

Mr. Burcess. He was asking—and the answer was being given— 
as to the appropriation request for business censuses last year. 

Mr. Rooney. $21 million for the censuses of business, transporta- 
tion, manufacturers and minerals. They did not get the money so 
now they are coming along with a supplemental. 

Mr. CLevencer. We gave them money for a sample census and 
told them to take it because it would produce hot information of 
some current value. But I still contend that anyone who wants to 
use the information for his business should be willing to pay for it. 
= a he and not John Q. Taxpayer should stand the major part of 
that bill. 

Mr. Terror. Maybe we can work that out some way. 

Mr. Cievencer. I can speak from the businessman’s point of view 
on these problems. <A great deal of comment still comes to me in the 
mail from my own former associates in business. One man I had in 
7 during my remarks has 27 department stores in the state of 

io. 

Mr. TrETor. Well, we do not have that in this budget, so why do 
we not go ahead with the rest of it? 

Mr. Rooney. No, you are not going further until I ask a question. 
First, I regret very much that Dr. Burgess sought to inject politics 
into this discussion when he referred to the Republican administration, 
because this committee always approaches these appropriation prob- 
lems with a bipartisan view, and never for a moment discusses politics. 

Mr. Bureess. I am very sorry that I suggested the Republicans 
once did that. 


BUDGET PROPOSAL FOR 1955 COMPARED WITH APPROPRIATIONS, 1954 


Mr. Rooney. I would like to make sure I understand this appar- 
ently already approved budget request. It would be approximately 
30 percent over the amount you have in the current fiscal year, would 
it not? 

Mr. Bureasss. Counting in the census? 

Mr. Rooney. You have the figures on page 305. Your proposed 
budget for 1955 is almost 30 percent more than the amount you have 
in the current fiscal year? 

Ho CLEVENGER. The agricultural census being the major part 
of it. 

Mr. Burcess. You have in mind the breakup there? 

Mr. Rooney. Let us not spend too much time on this. I am look- 

at figures. 
r. Burcess. Yes. 

Mr. Rooney. Apparently you are about 30 percent higher. The 
‘base for 1955 shows $8,370,000, less $210,309; to wit, $8,159,691; 
as compared with $10.5 million in the coming fiscal year. I take it 
that that difference is almost 30 percent; is it not? 

Mr. Burasss. Yes, sir. 
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AMOUNT REQUESTED FOR 1955 FROM THE BUDGET BUREAU 


Mr. Rooney. Now, what did the Department ask of the Bureau of 

the Fag 2 et for the Bureau of the Census in the coming fiscal year? 
1ELsON. Mr. Chairman, the Department’s request for 
“Salaries and expenses” was $6,710,000. 

Mr. Rooney. Do you have the total? 

Mr. Niexson. In total there was approximately $25.9 million. 
The reason for that large figure is that we requested a full census of 
agriculture in order to comply with the law which is presently in 
existence. 

Mr. Rooney. To get to a bare answer, and in order to save time, 

the amount requested by the Department of the Bureau of the 
Budget was $25.9 million; is that right? 

Mr. Nievson. That is right. 

Mr. Rooney. And the Bureau of the Budget allowed $10.5 million? 

Mr. Niexson. $10.5 million. 

Mr. Rooney. How much did the Bureau of the Census request of 
the Department? 

Mr. ALEXANDER. $26.2 million. We requested $262,000 more 
than the Department approved. 


CENSUS OF AGRICULTURE 


Mr. Rooney. Allright. Now, awhile ago when one of the witnesses 
referred to a letter of the Secretary of Agriculture which was addressed 
to the Secretary of Commerce last May, and read a certain quotation 
or quotations therefrom, that letter referred, did it not, to a complete 
census of agriculture rather than any spot check or sample census 
such as is proposed here; is that correct? 

Mr. Trrror. That is correct. 


SUPPLEMENTAL APPROPRIATION REQUESTS TO BE SUBMITTED 


Mr. Rooney. In Secretary Weeks’ statement to the committee he 
said, 

It is my intention to submit in the near future estimates of supplemental 
requirements for censuses of business, manufactures and mineral industries 
which I feel are of paramount importance. 

Have you yet submitted to the Secretary or have you, Dr. B 
and your Bureau, yet gotten together any figures with regard to these 
supplemental requests? 

{r. Burcess. Well, we have prepared some provisional figures. 

Mr. Roonry. What are those figures? 

Mr. Burcess. Do you want the proposed 1955 appropriation? 

Mr. Rooney. Well, I understood that we were talking about 
proposed 1954 supplementals. 

Mr. Burgess. No, the supplementals are only a relatively small 
part, the 1954 supplementals. There would be a supplemental in 
addition; an additional appropriation for 1955, in the main. That is, 
there is a little 1954 supplemental. 

Mr. Rooney. The Secretary says that he is going “to submit in 
the near future.” I understood him to mean that in the current 
fiscal year, before June 30, there would be submitted a supplemental 
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request for a census of business, manufactures and mineral industries. 
However, whether they are submitted in this fiscal year before June 
30, or before this fiscal year ends for 1955 fiscal year, what are the 
figures? 

Mr. Burcess. Yes. Well, there are two parts to that. 

Mr. Roonry. What do you have there? 

Mr. Buresss. To be spent in 1954 there is $150,000 for business. 
That is so that we can get started on the business census. And there 
is $700,000 for agriculture, to get to a full census of agriculture. The 
Bureau of the Budget did not approve that. This is merely what we 
have lined up. 

Mr. Rooney. Yes. 

Mr. Burexss. The 1955 appropriation on this basis would be 
$5,750,000 for business; $2.2 million 

Mr. Rooney. $5,750,000 for business alone? 

Mr. Burezss. For business alone. 

Mr. Trrror. That is retailing, wholesaling, and service. 

Mr. Rooney. Does that include manufactures? 

Mr. Burcess. That does not include manufactures. Manufactures, 
$2.2 million; mineral industries, $400,000. 

Mr. Roonny. What would be the total? 

Mr. Burgess. $8,350,000. 

Mr. Rooney. $8,350,000. 

Mr. Burcexss. That is the appropriation in 1955 that we gave you 
there. 

Mr. Wortuy. Mr. Rooney, I might make the point that these are 
the preliminary figures that have been worked out by the Bureau of 
the Census. 

Mr. Rooney. [| understand. 

Mr. Worrtny. They have not been discussed with the Secretary 
nor presented to the Bureau of the Budget. 

Mr. Rooney. I understand. I assume that that has not been done 
since we started these hearings on Tuesday last when the Secretary 
testified. 

Mr. Worrny. That is right. 


PURPOSE OF SUPPLEMENTALS 


Mr. Roonry. What brings this about, Doctor? Was it the action 
taken last year, that you partly mentioned awhile ago, of not allowing 
funds for the census of business, manufactures and mineral industries? 

Mr. Buraess. They allowed $1 million in that area. 

Mr. CLEVENGER. It was a postponement of what we thought might 
be deferred. 

Mr. Rooney. If I understand this correctly, you are now here 
with the real thing. You are going to do a thoroughgoing job on a 
census of business, manufactures and mineral og with $8 
million? 

Mr. Burcgss. There would be a smaller amount for the subsequent 
years. This is the amount proposed for 1955. : 

Mr. Rooney. Would these figures be preparatory to a full and 
complete census of business? 

Mr. Buregss. The contemplated total for business would be 
$9,000,000, with nearly two-thirds of that in the 1955 appropriation. 
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Mr. Rooney. What will be the total for the manufactures’ census? 

Mr. Burasss. $3,400,000. 

Mr. Roonry. Mineral industries? 

Mr. Burasss. $685,000. 

Mr. Rooney. Transportation? 

Mr. Burcess. Nothing is being asked for that. There will be a 
aac og proposition, something of that sort. 

Mr. Rooney. Are you an optimist, Dr. Burgess? 

Mr. Burasss. I hope for the best. The full census of agriculture 
would call for $17,300,000 in 1955, rather than what we have in here 
for a sample census. 


INADEQUATE FIGURES ON FOREIGN TRADE 


Mr. Rooney. A while ago, Mr. Teetor, you said something about 
not doing as effective a job as you should. That referred to something 
you were discussing at the moment. I did not get the first part of 
that; what were you talking about at that point? 

Mr. Terror. I was talking about some of our figures that Repre- 
sentative Bow asked about, that the figures in foreign trade are not 
as complete as they should be. 

Mr. Roonry. Why aren’t they? 

Mr. Terror. Because we do not have enough money to compile 
them in detail. 

Mr. Rooney. That is all I have to say. 

Mr. Preston. I do not have any questions. 


LOS ANGELES COUNTY CENSUS 


Mr. Buregss. I might add for the record, referring to Los 
Angeles 

Mr. Roonry. Neveradd. After you have been up here a few years 
you will never add anything. 

Mr. Bow. I will be glad to hear what the gentleman has to say about 
Los Angeles. 

Mr. Buraess. I just wanted to have it clear on the record that the 
recent census of Los Angeles, the population census, was taken at 
their expense, conducted by the Census Bureau. I think that was 
not brought out. 

Mr. Turrtor. I did not know that. 

Mr. Bow. I am glad to compliment you for that. I hope you can 
do more of it. 

Mr. Buraesss. We are doing quite a lot of it on the population 
census. 

Mr. CLevenGceEr. I do not want to take it from the little fellow who 
is trying to feed his family. 

pes What did Los Angeles pay for that census; do you 
recall? 

Mr. Tsstor. Los Angeles County. 

Mr. Buragss. I think $200,000 or $300,000. 

Mr. Bow. Does that go back to the Census Bureau or into the 
Treasury? 

Mr. Bellies. That was used to pay the expense. We have a 
trust-fund agreement. So it does not have to go back to the Treasury. 
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Mr. Bow. It goes back- 

Mr. Burazss. It takes care of the expenses. Some of that is used 
to nd the local enumerators that work under the Census supervision, 
and t 

M 


e people who are transferred to the rolls for that special job. 

r. Bow. Would you say what they paid, some $200,000 approxi- 
mately, covered the entire expense of Census only? 

Mr. Burasss. Yes. There could be a little argument about the 
overhead, but the direct cost 

Mr. Bow. That would be the travel and payment of enumerators. 
How about the people back in the Bureau who ran the machines and 
got the final figures; is that charged against them, too? 

Mr. Burauss. That is all taken care of. 

Mr. CLevencer. Is there any other statement you want to make 
on the salaries and expenses appropriation before we go on to the 
special surveys? 

Mr. Buresss. I think it is covered, unless you have some special 
questions. Salaries and expenses is cut some 7 percent as compared 
to the previous years. 


SpectaL Surveys OF MANUFACTURERS AND OTHER BUSINESSES 


Amounts available for obligation 


Obligations by activities 


Description 1953 actual 


1, Annual survey of manufactures 
2. Business surveys 
3. Agriculture surveys 


Obligations incurred 


Obligations by objects 


Object classification 1953 actual 


Total number of permanent itions. 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average g 
Crafts, protective, and custodial grades: 
Average salary 


Personal services: 
Permanent positions 
Other posi 
Regular pay in excess of 52-week base 


Total personal services 
Transportation of things 
Communication services 
Rents and utility 
Printing and reproduction 
Other contractual services 
Services performed by other agencies- 
Supplies and materials 


Obligations incurred 


| 
Appropriation or estimate (obligations incurred) : 
| 
1954 estimate | 1955 estimate 
1, 500, 000 650, 000 
4 
1954 estimate | 1955 estimate 3 
$4, 419 $4, 455 
$531, 449 $318, 522 
2, 490 1, 453 
187, 785 37, 340 
9, 420 1, 238 
30, 780 17, 470 
18, 226 17, 236 
54, 255 31, 242 
4, 870 1, 050 
87, 000 9, 000 
55, 599 8, 679 


Analysis of expenditures 


| 1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of $150, 000 
Obligations incurred during the year -| 650, 000 


Deduct unliquidated obligations, end of year__......_..___._-- 50, 135, 000 


1, 350, 000 665, 000 


515, 000 


Mr. CLeveNGER. Our next item is “Special surveys of manufac- 
turers and other businesses,’ found on page 410 of the committee 
print. We will insert pages 341 and 342 of the justifications in the 
record, 

(The pages referred to are as follows:) 


Summary of requirements 


$1, 300, 000 
Net differenee, 1955 over 1964: 


Requirements Difference 


adjusted estimate 


Annual survey of manufactures 


$400, 000 


Gross requirements 


Total estimate of appropriation, 1955. 


EXPLANATION OF LANGUAGE CHANGES 


[Censuses of business and manufactures and agriculture:] 
Special surveys of manufactures and other businesses 
{business, manufactures, and agriculture] 

industry and trade 

The above changes reflect a more meaningful description of the appropriation 
title and the areas proposed to be covered in these special surveys. According to 
a generally accepted definition, the term‘‘census”’ pertains toa complete enumera- 
tion, while a survey is generally understood to apply to an enumeration conducted 
on a sample basis. Since the 1954, sample census of agriculture is being handled 
as a separate appropriation, reference to agriculture is no longer necessary under 
this appropriation. 

Mr. CuievencerR. The request is for $650,000. If you have a 
general statement, you might make it at this time. 

Mr. Burecess. This material is residual, if you will, of what we 
refer to as the spot-check money, the million and a half. Since the 
censuses were cut out there was a gap there that was not fully covered 
in the long run. The annual survey of manufactures is a very desir- 
able coverage of that important field, giving annual figures for all 
industries. It covers something like 80 percent of the employment 
in manufacturing. It does not get all of the smaller concerns. It 
covers them by a sample. 
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1, 500, 000 800 000 
Expenditures are distributed as follows: 
Out of prior 150, 000 
$300, 000 — $100, 000 
350, 000 — 550, 000 
650, 000 —650,000 —650, 000 
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Business surveys include annual surveys of retail trade, wholesale 
trade and business services, and some work on inventories. We are 
not needing the same $900,000 that we had in the current year. 

Mr. Cievencer. What is the distinction between the ‘Business 
statistics’ activity of the salaries and expense appropriation on page 
313 of the justifications and the activity “Business surveys” on page 
341, for which the request is $350,000? 

Mr. Burcess. Business statistics is carrying on the current reports 
of retail and wholesale trade, and so forth, that have been established. 
The business surveys are projects that have had their origin in the 
million and a half dollars. It is a historical split. There would be 
some advantage in the classifications, if you want to make the 
point—— 

Mr. Cuievencer. I am not making it. I want you to make it. 
If there are no other questions, we will go to the next item. 


SampLe Census oF AGRICULTURE 
Amounts available for obligation 
Appropriation or estimate (obligations incurred): 1955 
Obligations by activities 
Sample census of agriculture: 1955 
Obligations by objects 


Object classification 1953 actual 1954 estimate 


Total number of permanent 
Full time equivalent of all other positions._............._-..- 
Average number of all employees__- 


Average salaries and grades: 
General schedule grades: 
Average salary 


Average salary 
Average grade. 


Personal services: 
Permanent positions 
Other positions 
Regular pay in excess of 52-week base._.........._._-- es 


‘Total personal services... 

Travel 
Transportation of things 
Communication services. _- 
Rents and utility services__ 
Printing and reproduction ___ 
Other contractual services . 

Services performed by other 
Supplies and materials... 
Equipment 


Obligations incurred 


Analysis of expenditures 


Obligations incurred during the year 
Deduct unliquidated obligations, end of year. 


Total expenditures (out of current authorizations) 


_..... $8, 500, 000 
.-.-..--- $3, 500, 000 
1955 estimate 
Crafts, protective, and custodial grades: 
01 
2, 384, 590 
13, 870 4 
45, 454 
1953 actual | 1954 estimate | 1955 estimate 
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Mr. CLevencerR. We come to the sample census of agriculture on 
page 16 of the committee print. We will insert pages 352 and 353 of 
the justifications in the record. 

(The justifications referred to are as follows:) 

Summary of requirements 
Appropriation, 1954. 
Base for 1955 


Net difference—1955 over 1954: 


Difference, 

By activity | Ct) 

| estimate | estimate | ease (—) 


| $3, 500, 000 |+-$3, 500, 000 


Gross requirements... ‘ae 3, 500, 000 | +-3, 500, 000 
| -+-$3, 500, 000 


Total estimate of appropriation, 1955_...............-.....--..-. 3, 500, 000 


Summary of estimated obligations 


Actual, 1953 Estimate, 1954 


(adjusted) (adjusted) Estimate, 1955 
| 


| } } 
Posi-| Average | Posi-| Average Posi- | Average 
hips number | Cost oes number | Cost | tions | number 


37 | $192, 712 
734 | 2,191, 878 


Permanent 


Personal services: | | 
| 


Total P| 771 | 2,384, 590 
Other objects. ..............| | 1,115, 410 


| 5 771 3, 500, 000 


| 


Mr. CLevencerR. Would the value of this money be lost in case you 
brought along a request for $17,300,000 more for this? 

Mr. Burgess. We would make a shift. This thing could be acted 
on promptly. 

Mr. CLevenGcerR. This money would not be lost. That is the 
answer to my question. Would you have to spend the money just 
the same? 

Mr. Buraess. We will not spend this. This is for 1955. If we 
were granted the full census, this would be a part of it. It would be 
eliminated and the other would take its place. 


ACTIVITY BREAKDOWN OF SAMPLE CENSUS OF AGRICULTURE 


Mr. Cievencer. You may have some statement on the activities 
shown on pages 358 and 359 of the justifications, which will be in- 
serted in the record at this point. 

Mr. Buregss. This is the breakdown of the $3,500,000. It brings 
out the big item of expense, the field enumeration, sending the enu- 
merators into the field to visit the 400,000 farms. 

(The information referred to is as follows:) 


Cost 
| 
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(a) Selection of sample areas and preparation of maps, $125,350 

The sample will comprise 70,000 to 75,000 segments containing on an average 
5 farms each. Maps will be required for each of these segments so that the 
enumerator will be able to determine which farms are in the sample. Because 
of the density of buildings, ete., in over half of the segments, it will be necessary 
to obtain aerial photographs in order to satisfactorily indicate the boundaries of 
the segments so that these boundaries can be located by census enumerators. 
The preparation of maps will be completed during the fiscal year 1954 and the 
first quarter of 1955. 


(b) Field enumeration, $2,526,885 


The field enumeration will be performed by 3,400 to 3,800 enumerators. 
Typically, there will be 1 enumerator in each county and he will need to enu- 
merate the farms in approximately 25 sample segments. The enumerators will 
be temporary employees and will be given about 2 days of training and will work 
on the average of 20 to 30 days. Enumerators will receive $1.20 per hour and 
$0.07 per mile for the use of their automobiles. The enumerators will be trained 
and supervised by crew leaders. There will be 1 crew leader for approximately 
11 enumerators. Crew leaders will be employed on the average of 2 months 
and will be paid approximately $275 per month plus $0.07 per mile for use of 
their automobiles. he approximately 350 crew leaders will be supervised by 50 
district supervisors. 

The enumeration of farms in the 70,000 to 75,000 sample segments will be 
made by personal visit by an enumerator to every farm and most households 
within the sample segments. The enumerators will ask questions regarding each 
farm and will record the answers on printed questionnaires. In order to mini- 
mize expenses, questionnaires will be mailed to the operators of approximately 
50,000 large farms with the request that these operators fill out and return the 
questionnaires by mail. Personal visits to these large farms will be made only 
when the questionnaires cannot be obtained by mail or telephone. The enu- 
meration will begin in October 1954, and should be completed by early December. 
Of the $880,112 for expenditures other than for personal services, approximately 
$671,342 represents payments for the use of automobiles by enumerators and 
crew leaders. 


(c) Planning, preparation, and office processing, $440,463 

Preparation and planning include the preparation and printing of questionnaires, 
instructions, and other plans for the census. 

Office processing will comprise the receipt and assembly of questionnaires by 
geographic areas, examination of the questionnaires for completeness and correct- 
ness of entries, the entering of codes, etc., to facilitate punching and tabulating 
the examination of tabulations and statistical tables prior to publication, and 
the preparation of preliminary releases and final reports. 


(d) Preparation of punch cards and tabulations, $232,302 

In order to compile the data for the approximately 400,000 farms, it will be 
necessary to prepare 5,300,000 punch cards. In order to tabulate all the data 
needed for each State, it will be necessary to make 37 million card passes through 
sorting, counting, and other tabulating equipment. Tabulations will be made on 
tabulating equipment owned by the Census Bureau insofar as possible. The 
tabulations will provide data for each of the 48 States and for the impgrtant type 
of: farming areas in order to provide data to indicate: agricultural changes and 
conditions in cotton, wheat, ete., producing areas. 
(e) Administrative serivces, $175,000 

The total estimate for administrative services (personnel, accounting, pay- 
rolling, provision for office supplies, telephones, etc., for the central office, etc.) 
is based on the experience of the Bureau of the Census for this type of work, in- 
volving the employment for relatively short periods of a considerable number of 
employees. 
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COMPARISON OF 1955 ESTIMATE WITH APPROPRIATIONS IN FORMER 
YEARS 


Mr. Terror. Before you leave, Mr. Rooney, I think you may have 
a misunderstanding of these total figures that you are asking about. 

Mr. Rooney, I am sure that I do not. I was inquiring, Mr. 
Secretary, as to how much it is proposed to cost the taxpayer in the 
coming year. I was comparing the figures of how much it cost in 
the current year with how much it neath cost the taxpayer next year. 

Mr. Tertor. But this is the thing I thought you did not under- 
stand: That the Census Bureau without the $3,500,000 sample 
Census of Agriculture is going to cost $1,159,000 less than it did last 
year. Did you understand that? 

Mr. Rooney. I am interested in how much it costs the taxpayer’s 
pocketbook, and you are dodging that now, because one look at that 
page in the justifications shows that there is included a $3,500,000 
item for the sample Census of Agriculture. 

Mr. Treror. All other expenses are $1 million less. 

Mr. Rooney. I am interested in what it costs the taxpayer. It 
would cost him 30 percent more. If my figures are incorrect, I would 
be glad to have you make a complete statement for the record. 

Mr. CLEevENGER. You might include the yearly cost of the Census 
Bureau from 1950 on at this point for the information of the people. 

Mr. Atexanper. This is a total of all funds spent by the Census 
Bureau: 1950, $63,500,000; 1951, $36,300,000; 1952, $20,600,000; 
1953, $14,900,000; and 1954 estimate, $10 million. That includes 
appropriations and funds transferred. 

Mr. Rooney. You are including the highly costly decennial census 
of population. 

Mr. Cievencer. I can understand Mr. Rooney’s concern with this 
$3,500,000. If it is a useful expenditure, that is one thing; if it is to 
be spent without any particular benefit, that is another thing. I 
have offered you every opportunity in the world to tell us about the 
justification for that agriculture survey. 

Mr. Burcess. To make sure that these figures are what you want, 
let me say these include the working funds and trust funds spent by 
the Bureau; that is, transfers from other departments. 

Mr. CLeveNcER. The same figure is given for each year; is it not? 

Mr. Buresss. Yes. In 1953, for instance, there is nearly $3 million 
of that total working fund and trust fund 


NEED FOR ECONOMY IN GOVERNMENT 


Mr. CievenGer. It is not only the Census Bureau, gentlemen, it 
is the Government generally which bas been growing and growing 
until the man who heads a family staggers under the load. As a 


businessman, I would want to leave bim all the purchasing power that 
he could have to spend with me in a business rather than spend it for 
him in a questionable activity that will not be of value to him. 

Mr. Trxror. This will be of value to him in that it largely{plans 
his employment. 
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Mr. CievencerR. That is not what I was told. I understand that 
these retailers want to avoid overlooking rather lush retail possibili- 
ties, for example, through knowing where to open branch stores. 
That is down my alley. That is language I understand. 

Mr. Treror. That is what these figures show. 

Mr. Cievencer. If they want the last dollar this little fellow has, 
I want them to pay for their own ammunition when they go to take 
it away from him. 

Mr. Teeror. We are doing a lot in that field. In these specialized 
industry studies they should pay for it. 

Mr. Cievencer. I do not mean to sound demagogic. I simply 
realize there is a tendency to let this Government grow and grow 
in every one of its activities until the costs are staggering. 

Mr. Trevor. Let us look at this growth. It is “ungrowed” from 
$69 million down to $10 million im 5 years. 

ae Cievenacer. I had something to do with stunting that slightly 
myself. 

Mr. Terror. Certainly you must have. But the directioa is 
certainly right; is it not? 

Mr. Cievencer. I repeat once more, I do not care how many 
figures you prepare with your machinery so long as the beueficiaries 
pay for them. But I do not think a man feeding a family of children 
wants to foot the bill for them, and I think it is unfair to charge him. 


COOPERATION OF TRADE IN PREPARING 10-DAY RETAIL TRADE REPORT 


Mr. Grieves. I might refer to one of the spot-check projects. 
The 10-day retail report involved the cooperation of about 1,500 
retailers, and it was on a voluntary basis. Over 90 percent agreed 
they could and would furnish the figures. 

Mr. CLevenGcer. Did they do it? 

Mr. Grieves. They did. 

Mr. CLevenGeEr. It is the most valuable thing they ever had because 
it was fresh. 

Mr. Grieves. I think we owe our success to the cooperation of the 
business community. 

Mr. CLevencer. You do not give us any credit on this side of the 
table? Do you think this is a pleasant thing we have to do? 

Mr. Terror. You deserve a great deal of credit for it. 

Mr. CLevencer. When you through these hearings—I will 
leave it to any one of these gentlemen—it makes you a year older. 

Mr. Grieves. We are grateful to you. 

Mr. CLevenGer. Those are sweet words, even if hard to extract. 


SAMPLE AGRICULTURAL CENSUS 


Mr. Preston. Agriculture is $650,000? 
Buraess. No; that is for business and manufacturers ‘spot 
checks.” 

Mr. Preston. And for agriculture—— 

Mr. Buraegss. Agriculture will be the $3,500,000. We use the 
term ‘‘sample census”’ instead of ‘spot checking.”’ 

Mr. Preston. I am not in accord with this approach to the agri- 
cultural census. I think it ought to be a full-blown decennial census. 
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I think it is essential to long-range planning and vital to the agricul- 
ture of our country. I want to be on record as supporting a supple- 
mentary request that I hope you people will bring to this committee 
for a full agricultural census. I am not very optimistic about the 
prospects of getting it past this committee, but I would like to see it 
presented and have the opportunity to have it considered. 

Spot-checking and sampling in the field of agriculture is not going 
to produce the results we need in agriculture. I differ with my 
chairman in his views about this. We have discussed it many times, 
and I respect him in his views. 

Mr. CievenGcer. We have worked together to try to get Georgia 
away from a one-crop economy, and I think we did a lot of good. I 
never thought of Steve Pace as anything but a darned fine Democrat. 

Mr. Preston. Certainly we agree on that. 

Mr. CLevencer. I can speak also of Mr. Kleberg of Texas. 
When I went on that committee, what was its philosophy? It was a 
do-good proposition from start to finish. They wanted to lend money. 
They wanted to get a man in debt. When I first went on that com- 
mittee, I said that I wanted to find some way to keep him out of 
debt. There were 17 lending agencies in agriculture when I went on 
the committee. When I came out we had two, one called ‘soft 
credit” and the other “sound credit.’’ Nobody worked harder to get 
that than Steve Pace. Nobody worked harder for the agriculture of 
your State, and nobody respects him more than I do. 

Mr. Preston. If we had not had some Federal lending agencies 
in 1930 this country would never have gotten back on its feet. 

Mr. CLevencer. I do not agree with that. I was in business in 
1930 and 1931 and I saw the country almost get over it, and again in 
1937, and they knocked it down so that they could keep this New 
Deal going, the philosophy of Mr. Wallace and his friends. They 
did not want recovery right then. They did not have the soldering 
job on the country done. I hope I never see that again. That is 
why | worked hard to get a balanced budget and a sound economy 
and some value to the dollar. 

I know and you know that even if they give you what that com- 
mittee recommended, you will not have as much as when I came here 
years ago on $10,000. That is susceptible of cold proof. I do not 
want to make this country sick again. I think it is in better shape. 

Mr. Preston. If we do not give it a little attention, it will get sick. 

Mr. Cievencer. There are a lot of people hoping, shouting, and 
praying for a collapse. I do not think they can accomplish it. They 
cannot, surely, if a few people keep their heads. 

Mr. Teeror. We are going to do everything in Commerce to keep 
that from happening, to help people to help themselves. 

Mr. CLevenGer. You will find you will do better with the personnel 
that you now have than you did before. 

Mr. Terror. We have a fine group of people who are working 
all the hours they can stay awake to do this job well. Thank you, 
Mr. Chairman. 

Mr. CLeveNnGeER. I hope I have not made life too miserable for you. 

Mr. Treeror. I would say for my first experience before the Appro- 
priations Committee it is very fine. 

Mr. Cievencer. The committee is adjourned. 
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Monpay, Janvary 18, 1954. 
MARITIME ADMINISTRATION 
WITNESSES 


ROBERT B. MURRAY, JR., UNDER SECRETARY FOR TRANSPORTA- 
TION 

LOUIS S. ROTHSCHILD, ADMINISTRATOR 

LEONARD F. NICHOLS, ACTING BUDGET OFFICER 


Mr. Cievencer. We will take up the budget estimate for Maritime 
Administration. 

Mr. Rothschild, since this is your first appearance before the sub- 
committee, will you give us a brief statement of your background and 
for the record 

. Roruscnitp. I would be happy to do so, sir. 


BIOGRAPHICAL SKETCH OF NEW ADMINISTRATOR 


My name is Louis S. Rothchild. T am Chairman of the Federal 
Maritime Board and the Maritime Administrator, which post I have 
held since July of 1953. 

Prior to serving in that capacity T served as chairman of the ad- 
visory board of the Inland Waterways Corporation, having been ap- 
pointed to that earlier in the year 1953. 

Prior to my Federal Government service I have been in an old 
family business which operates a group of retail stores out in Mis- 
souri, Kansas, and Oklahoma. I had been in that ever since I had 
gone to work. 

At the same time that I was engaged in that business, I served the 
city of Kansas City, Mo., as a municipal official for 16 years on an 
uncompensated basis. 

I will be glad to expand on that if you want, sir. 

Mr. Preston. What has been your education ? 

Mr. Roruscuitp. I am a graduate of Yale University. I graduated 
in 1920. 

Mr. Cievencer. Do you have a general statement you wish to make 
at this time? 

Mr. Roruscuip. Yes, sir. 

Mr. Crievencer. If you wish you may offer it for the record and 
discuss the highlights of it. 


GENERAL STATEMENT 


Mr. Rotnscuitp. We have a statement to offer for the record. I 
will try to highlight it for you, sir. 
(The statement is as follows :) 


OBJECTIVES OF PROGRAM 


With your indulgence, I would like to precede a discussion of our budget esti- 
mates with a brief statement of our objectives and program highlights. 

During the past year the Maritime Administration has been engaged in some 
rather important changes of emphasis designed to implement the policies of the 
President and the Secretary of Commerce. Although I take pride in what has 
already been accomplished, I believe more can be done. In some areas definite 
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plans are being laid; in others, we are awaiting the completion of studies of prob- 
lems that confront us. 

In particular we have had our sights on these areas: 

1. Encouragement of private industry to assume Government activities which 
should be performed by private enterprise. 

2. Increased private ownership of maritime facilities. 

3. Improved efficiency and economy of internal administration. 

At this point I would like to describe briefly the status of major programs and 
significant accomplishments and summarize our budget estimates, 


SHIP CONSTRUCTION 


The well-known Mariner cargo-ship-construction program is fast approaching a 
close. By December 31, 1953, keels had been laid for 33 of the 35 planned ships. 
By then, 28 of the ships had been launched and 21 delivered. One of the Mariner 
ships will be converted, at the request of the Department of the Navy, and com- 
pleted as a Navy AKA attack cargo ship. ‘Three others will be converted and sold 
to the Pacific Far East Line, Inc., for trans-Pacifie service. No funds are re- 
quested at this time for the liquidation of contract authorizations for Mariner 
ships. Conditional obligations remain unfinanced to the extend of nearly $20 
million, but we believe, in view of the advanced status of this program and giving 
consideration to plans for the sale or transfer of several Mariners for conversion 
prior to completion, that funds currently available may be sufficient to compiete 
the program, 

Particularly significant were two recent measures to promote private activity. 
Legislation proposed by the Secretary of Commerce to provide Government 
insurance of private loans for ship construction was signed by the President 
in August. A second administrative measure was a relaxation of the restric- 
tive conditions previously imposed on the construction of ships in the United 
States for foreign account. The change is considered by the shipbuilding 
industry as a removal of a stumbling block to foreign contracts for new ships. 

We are presently engaged in developing a recommended ship-construction 
program for later consideration. In this program we are attempting to give 
consideration to (1) tanker trade-in and construction which will result in badly 
needed additions to the tanker fleet, (2) construction-differential subsidies in 
aid in the construction of 4 passenger ships as replacements for ships now in 
the subsidized services of 2 operators, (3) the possibility of converting Liberty 
ships using several types of propulsion in anticipation that their speed can be 
increased to 15 knots, in order that we may determine the practicability of 
mass conversion of these ships for national defense and M-day, and (4) the 
fabrication and testing of modern developments in cargo-handling gear, 


OPERATING-DIFFERENTIAL SUBSIDIES 


In our overal .studies of the American merchant marine and the problems 
facing it, we have concluded that if we are to retain a merchant marine it can 
only be accomplished by sustained Government aid. It is recognized that a wide 
disparity exists between operating costs of American-flag operators and their 
foreign competitors, of which one of the more significant items is wages. I 
should like to emphasize that we are maintaining constant surveillance over 
this program in an effort to hold subsidy payments to a minimum and wherever 
possible are effecting reductions in individual voyages, and are reviewing on 
a continuous basis the methods of operation and resultant costs of the operators 
to assure that the operators are holding a tight rein over their operating costs. 

Sizable payments for operating subsidies will be required due to the current 
economic situation of the industry and consequent reductions in estimated 
recapture and to the progress that has been made in the establishment of 
final subsidy rates for prior years. The estimate of $85 million for 1955 is 
geared to our current ability to process vouchers for payment on the basis 
of existing approved rates. As we become more current in our rates and 
ability to pay more fully our obligations under existing contracts, it may be 
necessary for us to revise upward our payment requirements for 1955. 


SALARIES AND EXPENSES 


Continuous efforts have been made to streamline our methods of operations. 
Organizational changes, designed to provide a more effective setup for adminis- 
tering current programs and to reduce, wherever possible, organizational and 
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supervisory levels, have been effected. The most significant of these changes was 
combination of the National Shipping Authority and the former Office of Subsidy 
and Government Aid. Current studies will probably lead to further organiza- 
tional changes. 

Recently all of our Washington offices in the Commerce Building were moved 
to the new General Accounting Office Building. This move involved a reduction 
of 50,000 square feet, or approximately 35 percent with consequent overall savings 
to the Government. Stress has been placed on administrative economies avail- 
able in communication and travel. Also, we are curtailing our studies in areas 
considered unnecessary. These changes, as well as other reductions in various 
programs, have enabled us to decrease our estimate for salaries and expenses 
by more than a million dollars, 

At the peak of the National Shipping Authority’s program of operation of 
Government-owned ships for the Korean emergency there were 541 ships assigned 
to general agents. These operations dwindled as cargoes declined and com- 
inercial ships became available. We have now reached a level of less than 50 
ships in use, all operated by general agents in the employment of the Military 
Sea Transportation Service. Government-owned ships under charter have de- 
clined steadily from 237 at the Korean peak to 31 at the present time. Accord- 
ingly, the staff provided for ship operations activities will be reduced for 1955. 
Though our ship operations have dwindled we are still concerned with com- 
mercial shipping through our subsidy activities. Therefore, we have combined 
the National Shipping Authority and former Office of Subsidy and Government 
Aid to make full use of the skills of our ship operations personnel and to 
maintain a nucleus of trained employees in the event of future national 
emergencies. 


TRADE ROUTES 


Comprehensive reviews have been completed on 6 essential foreign-trade routes 
and detailed work is well along on 8 other routes. By modifying the type and 
extent of review being made, there will be adequate basic information available 
at the end of fiscal 1955 on all essential routes on which subsidized services are 
maintained. 


WAR RISK INSURANCE 


Under the war-risk insurance program, 2,099 applications have been filed: 765 
for hull insurance, 697 for protection and indemnity insurance, and 637 for sea- 
men’s insurance. Binder fees for this standby service have been collected 
totaling $135,175. On September 23, 1953, all war-risk binders written by the 
Maritime Administration were extended to September 7, 1955, without addi- 
tional premium. 

TERMINALS 


No funds are requested for the maintenance and repair of marine terminals. 
This is based on our request to the Department of the Army, which owns the 
terminals, to reassume custody and maintenance responsibility for the terminals 
at Boston and Philadelphia at the earliest possible date. Informal advice 
has been received that such arrangements will be completed. 


RESERVE FLEETS 


The estimate for preservation of ships continues at nearly the same amount 
of money as 1954, but we expect to get more done with it. Some reduction will 
be obtained, for example, by reducing inventories of materials for the reserve 
fleets through reduced lead time on purchases. 

As of January 5, 1954, there were 2,063 ships in the Government’s reserve fleets. 
These, of course, represent a tremendous investment for future defense and emer- 
gency purposes. The ships are being preserved by efficient techniques to keep 
them ready for service again on short notice with a minimum of cost. 

Bottom preservation by the cathodic method has been completely installed for 
399 ships in the James River reserve fleet, and is expected to be completed by 
February 1954 for the Hudson River fleet and Wilmington, N. C., fleet. Installa- 
tion of cathodic preservation in reserve fleets on the Pacific coast should be 
completed in fiscal year 1954. Funds are requested in this budget to permit the 
installation of such protection in Gulf Coast fleets in fiscal 1955. 

At the request of the Department of Agriculture, 125 ships in the reserve 
fleets are being used for storage of three-fourth of a million tons of surplus 
grain owned by the Community Credit Corporation. 
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MARITIME TRAINING 


Because we doubted the wisdom and necessity of an upgrading program such as 
had been conducted at Alameda, Calif., and Sheepshead Bay, N. Y., we addressed 
letters to all of the maritime unions and all of the shipping associations, total- 
ing 35 in number, in which we proposed to them that if there were any benefits 
from this type of training, much of the benefit would accrue to the operating 
companies and to members of the unions. It was therefore only right that each 
of them should bear a part of the cost involved. Of the 22 replies received to 
our letters, all but 1 indicated a total lack of interest in making any financial 
contribution to the program. We felt that both the unions and the shipping 
associations had by their disinterest automatically set a very low, if any, value 
on the training, and we therefore decided to discontinue this phase of the 
training entirely, at a savings of $726,600. 

Arrangements are being completed for the inactive St. Petersburg Training 
Station to be used and maintained by the city of St. Petersburg. Therefore, 
the item of $43,000 in the budget for this activity will not be needed. 

The Maritime Administration has also been conducting a correspondence 
course through the Maritime Institute, also at Sheepshead Bay, N. Y. By means 
of this program, we have been selling correspondence courses at $5 each which 
have been costing us about $35 each. We investigated the possibility of selling 
these courses at a self-liquidating price, but it was indicated that so few would 
be sold at so substantial a price that we have decided to abandon this phase of 
training, and this activity will cease as of March 31, 1954. The item of $177,000 
for this activity which now appears in this budget will therefore not be needed. 

Privately operated facilities are available for both types of training which 
have been abandoned. 

After an intensive review of Federal programs for merchant-marine officer 
training it has been decided to support retention of the Merchant Marine Acad- 
emy, Kings Point, N. Y., at about the current level, and to continue Federal aid 
to the State maritime schools as provided in this budget. 


Summary 


Members of my staff and I are prepared to discuss the details of this budget at 
your pleasure. Before doing so, however, I would like to emphasize in sum- 
mary the following points: (1) Fiscal year 1955 will see the completion of the 
Mariner ship construction program; (2) substantial payments will be involved 
for operating-differential subsidies; (3) installation of cathodic preservation 
at all reserve fleets will be completed ; and a better job for less money; (4) up- 
grade and correspondence training of merchant-marine personnel has been dis- 
continued at Alameda and also at Sheepshead Bay; and (5) funds requested for 
personal services are considerably less than for fiscal year 1954. 

Mr. Rornscuitp. Gentlemen, we constituted a new board by two 
Presidential appointments in July of 1953, and went right to work 
doing what we could to improve situations as we saw them. We feel 
that in the few months that we have been on the job some substantial 
accomplishments have been made, but we are a long way from being 
satisfied that we have done all that can be done. 

We have some plans that are currently under way and we are study- 
ing some other situations. As those studies indicate that changes for 
the better can be made, we expect to put them into effect as soon as 
possible. 

OBJECTIVES OF MARITIME PROGRAM 


Our general objective is to encourage private industry to assume its 
fair share of the maritime load, to increase private ownership of 
facilities, and to improve our internal administration. The program 
divides itself into several parts. 
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SHIPBUILDING PRoGRAM 


“MARINER” 


You are all familiar, I know, with the mariner program, which is 
now approaching completion. By the end of December 1953, 33 keels 
had been laid, 28 had been launched, and 21 mariners had been 
delivered. 

We have been successful in selling 3 of them to the Pacific Far East 
es and we are converting 1 for the Navy for use as an attack cargo 
vessel, 

We are at this time asking no funds for the liquidation of our con- 
tract authorization to complete the mariners, because we believe that 
there is sufficient money on hand, and we are attempting to stretch 
what money we have to cover this program. 


INSURANCE OF SHIP CONSTRUCTION LOANS 


The Secretary of Commerce suggested for the consideration of 
Congress at the last session a measure whereby the Government would 
insure private loans for ship construction. This is in line with our 
thinking that it was necessary for the industry to take a larger share 
in the cost of financing of ships. The Government insurance pro- 
vides that 90 percent of the principal amount of a mortgage may be 
insured. 

CONSTRUCTION FOR FOREIGN ACCOUNT 


We have also during the year relaxed our restrictions on shipbuild- 


ing for foreign account. e now only — that any changes of 
ry 


stock ownership or any changes of regist approved by the Mari- 
time Administration. Other than that, a foreigner may come to this 
country to buy a ship without further restrictions. The shipbuilding 
industry seems to think that we have been of some assistance to them 
in that area. 

We are not now offering anything in the budget for ship construc- 
tion, but we will develop a program during this year which will have 
three principal parts. 

TANKERS 


We will expand and put into operation the program which we dis- 
cussed with the Congress at the last session for a trade-in and build 
program in connection with tank ships, substantially on the basis of 
a trade-in of 2 old but serviceable and usable tankers for 1 new one 
of greater capacity and higher speed. It is proposed that the Gov- 
ernment shall pay a fair and reasonable price for the tankers which 
are traded in. 

REPLACEMENTS 


The second leg of our ship-construction program will involve the 
replacement of vessels on the lines which have replacement respon- 
sibilities. We now have two reasonably firm applications for con- 
struction subsidy, and as they are processed to the point where they 
will be absolutely firm our program will be that much further along. 
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CONVERSION OF LIBERTY SHIPS 


The third and last leg of our shipbulding program will be an ex- 
erimental operation on the conversion of Liberty ships. As you all 
snow, we have in our reserve fleet something like 1,500 World War II 

Liberty ships which have a maximum speed of something around 10 
knots per hour and which are, therefore, limited in their usefulness 
by this low speed. We are considering taking a few of them, per- 
haps 4, redesigning them, converting them, adding new powerplants 
to them and installing new cargo-handling gear in them with the 
thought that we can achieve from this conversion a pilot operation 
which may make it possible to increase the effectiveness of these Lib- 
erty ships as much as 50 percent. That, of course, would be a great 
contribution to our military defense, because we would thereby be 
able to use the ships more effectively and would reduce the necessity 
for convoy substantially and would in the overall require fewer ships. 


OrverRATING DirrereN TIAL ProGram 


The next phase of our program is the operating differential subsidy 
program. That is the program whereby the United States Govern- 
ment encourages the existence and operation of an American mer- 
chant marine by attempting to bring the operators to a parity in their 
major items of cost. There are five items which we subsidize. The 
principal one is the wage differential. 

It seems to us, after studying the problem for these few months, 
that there is no other way to have an American merchant marine than 
to pay for it. The costs are so very different, because of the wide 
ew opt 4 between American and foreign wage scales. 

At the same time we are keeping a very close eye on the operating 
companies and doing a continuous review of their methods and their 
costs in order to keep this differential as low as possible. It never- 
theless runs into a substantial amount of money. 


ADMINISTRATIVE IMPROVEMENTS PROGRAM 


You will be glad to know, I am sure, that in the conduct of our 
administration we have been able to get our internal operations to 
the point where we are now processing vouchers for operating sub- 
sidies in larger amounts than ever before. We have in the first 614 
months of this fiscal year paid out an all-time high in the matter of 
dollars, amounting to some $55 million, 

Under the “Salaries and expenses” section of our budget you will 
see some indications of the streamlining which we have attempted 
to do. The principal change was the combination of our National 
Shipping Authority and Government Aid Offices, which has resulted 
in some substantial savings. 

In addition to that, we moved the agency from the Department of 
Commerce Building to the GAO Building, and are using in the GAO 
Building some 50,000 square feet, or about 35 percent less than we 
had in the Commerce Department. 

We have also stressed economies in communications and travel, 
and we have made some significant savings there. 

Our salaries and expense budget will show a reduction of $114 
million. 
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NATIONAL SHIPPING AUTHORITY PROGRAM 


If I may I should like to refer to the National Shipping Authority 
program for awhile. 

At the peak we had 541 ships in that operation, which were operat- 
ing under general agency agreements with ship operators. e are 
now down to less than 50 ships. 

In the same period we had a high of 237 ships chartered. We are 
now down to 31 ships in that. 

While we have reduced the staff somewhat, we will reduce it a great. 
deal more, because the end of the program is soon in sight. In the 
meantime we have combined the National Shipping Authority with 
the Office of Government Aid. 

Our purpose in combining those two offices was to maintain in the 
organization those people who have specialized skills and whom we 
might need badly in another critical period. 


TRADE ROUTES 


On the matter of our trade routes we have reviewed and completed 
the reviews on 6 trade routes, and we will complete 8 others within 
this year. 

We have found that by a careful look at the trade route situation 
we are able to do some of the studies with a little less work, but we 
are coming up, nevertheless, with a lot of information. 


WAR-RISK INSURANCE 


In the war-risk insurance field we have nearly 2,100 applicants 
who have paid binder fees of slightly over $135,000. During the year 
we extended this standby service. That is what it is. The Govern- 
ment has no liability until such time as it steps in, and these binders 
simply pay for the privilege of getting war-risk insurance when, as 
and if necessary.- We have extended those binders until 1955 with- 
out charging an additional premium, 


TERMINALS 


You will notice that for our terminals we are requesting no funds. 
That is based on our request to the Army to take over the operation 
of the Boston and Philadelphia Terminals. They belong to the 
Army anyhow. We think it more proper that they should be operat- 
ing them. 

RESERVE FLEETS 


i One of our very important functions is the operation of our reserve 
eets. 

We had on January 5, 2,063 ships in those fleets. Our estimate 
for the needs of preserving the fleet indicates that while the same 
amount of money is required we think it will produce a better job 
because of some advanced techniques that have been developed; with 
perhaps a little more strenuous application of manpower to the job. 
Ve have, as you know, a tremendous investment in those ships, run- 
ning into billions of dollars. 
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MARITIME BOARD'S INSPECTION TRIP 


The whole Maritime Board just returned last night from an in- 
spection trip to the gulf coast. We went through the fleet at Bay 
Minette, which is just outside Mobile, rather extensively. We were 
more than pleased with the condition in which we found not onl 
the hulls and the decks and the surfaces but the machinery as well. 
We think that a competent job is being done. 


BOTTOM PRESERVATION 


On the matter of bottom preservation, we are installing the cathodic 
treatment at several of the fleets, and have completed the one in the 
James River, with nearly 400 ships there. 

By next month we will have completed that cathodic treatment in 
the Hudson River and Wilmington, N. C., fleets; and within the fiscal 
year 1954 we will complete those on the Pacific coast. 

You will note that in our request for funds for 1955 there is a re- 
quest covering the same type of treatment for the 2 fleets in the gulf, 
1 at Bay Minnette and 1 at Beaumont, Tex. 


GRAIN STORAGE 


About 125 of these laid-up ships are now being used for grain stor- 
age. ‘There is an average of about 6,000 tons of grain in each 1, and 
thus there is a total of about three-fourths of a million tons of grain 
stored for the Department of Agriculture in those ships. 


TRAINING 


The last item in our budget request is the matter of maritime train- 
ing. We had for some time conducted an upgrading program which 
was offered to the unlicensed personnel. ‘That was a program which 
offered courses varying from a few days to a few weeks. 

We were conducting 2 schools; 1 at Alameda, Calif., and 1 at Sheeps- 
head Bay, N. Y. 

We thought that inasmuch as the principal good from this training 
went to the men involved and to the unions to which they belonged 
and to the companies for which they subsequently worked, that the 
unions and the companies should have some monetary interest in see- 
ing that their men were trained. We, therefore, addressed inquiries 
to all the unions and all of the shipping associations, a total of 35 in 
number, asking for their partial participation in such a plan. 

We received replies, I believe, from 22 of the 35 associations and 
unions addressed. All but one of them declined to show any interest 
in putting up any money, and one said only that they would be glad 
to discuss it. 

We concluded, therefore, that because the unions and shipping as- 
sociations had put so low a value on this service that it probably was 
not worth the Government’s while in continuing it. So we closed the 
school at Alameda in November and are closing the one at Sheeps- 
head Bay in January. 
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CORRESPONDENCE COURSES 


Now, along with that program we also were conducting a corre- 
spondence school program. In the correspondence school setup we 
were selling a course to men at sea for $5 which was costing us some- 
where around $35. We explored the idea of trying to put that course 
on a self-liquidating basis. We made a number of inquiries and 
found out that it probably was not salable in enough quantity at a 
price which would liquidate it in order to make it worthwhile, so we 
are also stopping that activity, and that will be closed out as of March 
31. 


SAVINGS 


The total training savings will amount to $726,000 on the 2 upgrad- 
ing programs. We will save another $48,000 by turning the St. 
Petersburg station over to the city of St. Petersburg. 

In all cases there are private facilities available for the training of 
these men, so that there will be no lack of training available to them. 
It is just a question of the Government not furnishing it. 


KINGS POINT ACADEMY 


We also in our studies of educational facilities took a look at the 
maritime training program at Kings Point, N. Y. We find that not 
only do we have this wholly supported Government activity at Kings 
Point, but that the States of Maine, Massachusetts, New York, and 
California operate State maritime academies, which are also sup- 
ported in some measure by the Federal Government. Last year’s ap- 
propriation for the State marine school was $890,000, 

We have done a considerable amount of work in this area, but we 
are not yet ready to make a recommendation as to which way we shall 
go. We realize full well that either set of schools—either the State 
schools in combination, or the Federal academy by itself—can be ex- 
vanded to a sufficient degree to furnish training to as many boys as 
Lom indicated any desire in the past to receive training in the mari- 
time field. 

We will, however, continue the studies, and some time during the 
year we probably will have something additional to tell you. 


SUMMARY OF 1955 PROGRAM 


To summarize for you, gentlemen, we will complete the mariner 
pr Sree program in fiscal year 1955; we will have very substan- 
tial operating subsidy payments to make in this year; we will com- 
plete the installation of the cathodic preservation to the balance of 
our reserve fleets; we have discontinued the training at Alameda and 
Sheepshead Bay; and our request for funds for personal services is 
considerably less. 
VESSEL OPERATIONS FUNDS 


Mr. Cievencer. Would you tell us something about these vessel 
operations revolving funds ¢ 

Mr. Roruscuimp. Yes, sir. Our vessel operating program was 
peaked at about April 1, 1952, when we had 541 ships 2 ekg by 


general agents. This has, since the end of the Korean problem, come 
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down to something around 50 at the present time. We estimate that 
as of July 1, 1955, we will have about 47 ships under general agency 
agreements, about 11 under charter, and about 45 ships Toaned to other 
agencies, including the Navy; for a total of about 103 ships in 
operation. 

Mr. Cievencer. Have we any pertinent figures on this operation for 
last year? 

Mr. Roruscuiy. We have some estimates for 1954, Mr. Clevenger, 
We estimate that we will receive from vessel operations certain 
reimbursements. 

Our costs for vessel operations in 1954 will be about $53 million. 
The cost of deactivation of those vessels is about $3 million, and the 
administrative expense is around $184 million. 

We will have a total operating cost—although I have only given 
you some of the highlight figures—of about $59 million, against which 
we will take in from voyage revenues and from deactivation costs, re- 
imbursed by others, miscellancous income, and from charter hire 
about $6514 million; showing a profit, if you choose to call it that, of 
about $7 million. 

Mr. Cievencer. That takes into account no depreciation or aging 
of ships? 

Mr. Rorusciitp. No, sir. 

Mr. CLevenGeR. So it scarcely could be called a profit. 

Mr. Rornsciuiy. It is an excess of cash intake over cash outgo. 


OPERATING DIFFERENTIAL SUBSIDIES 


Mr. Cievencer. I must admit I was somewhat shocked a year ago 
when this matter came to our committee, to find that we owed an un- 
certain number of millions of dollars of accruals in vessel subsidies 
variously stated as being anywhere from $165 million to as high as 
$190 million. Lasked particularly to have the amount of “dead horse” 
segregated from that. 

Is there any way of doing that? Has that figure been provided, so 
that we will know how much we owed when you took over the opera- 
tion administratively, January 20 of last year? You understand, | 
think, that I want to know how many unpaid subsidies there were at 
the time the thing was presented to our committee last year. 

_Mr. Roruscuitp. We have some charts here which may help in this 
situation, 

Mr. Cievencer. We want some figures for the record. Some peo- 
ple are curious about it. 

Mr. This is all ona cumulative basis. Beginning with 
1947 the subsidies have been accuring at the rate at which that top line 
[referring to chart] indicates. 

Mr, Cievencer. That salmon-colored or rose-colored line? 

Mr. Rorucuitp. That is correct, sir. The black line on the top of 
that salmon color is the one to which I refer. 

This chart shows how we estimate the payments, provided our 
budget requests are met as requested, and how we will stand at June 
30, 1955. That is shown at the end of the chart 
_ By that time we will have paid a total, shown on the second black 
line of the chart, of just under $300 million in subsidies. 

We will still owe the difference of about $74 million. 
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We will have recovered $151 million in recaptures, against a total 
subsidy accrual of $520 million. 

Mr. CLevencer. Can you give me a figure as of the time this was pre- 
—— to us last year? It had been accumulating, so they said, since 
1947. 

Mr. Rorucutp. I can give it to you as of now, sir. Would that be 
satisfactory ¢ 

Mr. Cievnecer. Well, from the looks of the way that line is climb- 
ing you are not bettering the situation very much, I would say. We 
are not gaining control over these subsidies. 

Mr. Roruscuitp. We are gaining control in that we have paid out 
in this first 6 months the largest amount of money ever paid out. 

Mr. Cievencer. I am aware of that. 

Mr. Murray. I think we would have to tell you there is no control. 

Mr. Crevencer. Was there no fixed figure at the time you were 
hers with us last year to tell us of what we owed at that time, a year 
ago! 

Mr. Nicnors. My understanding of the chairman’s question is that 
he is interested in knowing the amount of accrual indicated in our 
budget submission last year. 


RECALCULATION OF RATES UNDERTAKEN 


I might add that at that time we were in the process of making a 
complete recalculation of the amount which was due these operators. 
The figures that we have this year represent a complete recalculation, 
taking each operator, for each service, for each item of expense for 


which rates have now been calculated or had been calculated as of 
the time this estimate was prepared for this budget, around July. 

At the time we were here there was a considerable number of rates 
that had not been completed for previous years. Therefore, we used 
a tentative figure in indicating what the accrual was expected to be. 

In the meantime about 6 months time elapsed, and a lot of the back- 
log of rates was completed. This calculation we have here represents 
the accrual on the basis of the latest approved rates as of approxi- 
mately July 1; whereas the figure we had last year was a tentative 
estimate. 

Mr. Crevencer. Are there figures you can put in the record? We 
cannot put that chart in. 

Let us get at this another way. The budget last year was for $20 
million, was it not? 

Mr. Murray. We asked for $65 million. 

Mr. Cievencer. Now you are talking of a supplementary budget 
for $29.5 million to be ee or spent in fiscal year 1954. How 
near would that come to making us current, at the end of the year? 

Mr. Roruscuitp. Well, perhaps we can state it another way, Mr. 
Chairman. 

Mr. Cievencer. Just state it so that it can be understood. 

You know, I think this operation would qualify under Mr. Roose- 
velt’s statement on loose fiscal policy: Too often in the past govern- 
ments have been wrecked on the shoals of reckless fiscal policy. That 
is the sense of the statement, though not an exact quotation. 

Whatever there is of fiscal planning in this I think would qualify as 
exhibit A for a loose fiscal policy. 
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Mr. Nicnots. We can supply for the record, Mr. Rothschild, the 
figures that we had last year on the accrual; but, as I say, the rates 
have changed and the estimates have now been revised. 

Mr. Cievencer. You did not have time to do that last year. I am 
not holding you responsible for that budget, but now I want the 
payoff—the “hard pan.” When did all of that 
accrue? The rate seems to be accelerating; it is rising instead of get- 
ting under control, if I understand the chart correctly. 

m sure that as a businessman if I had a chart running up like that 
1 would not want Dun & Bradstreet to see it. 
Mr. Presron. Will you yield at this point? 
Mr. Cievencer. Yes. 


PRESENT STATUS OF ACCRUED SUBSIDIES 


Mr. Preston. Would this be a correct statement : We owe as of now 
$520 million. 

Mr. Murray. That is right. 

Mr. Preston. We will have paid through June 30, 1954, the figure 
of $124 million plus $85 million. 

Mr. Murray. That is right. 

Mr. Presvon. That makes about $209 million, which will be paid 
at the end of this fiscal year. Deducting $209 million from the $520 
million would leave $311 million. That is what we owe as of right 
now. 

Mr. Roruscuitp. No, sir. 

Mr. Presron. All right. That is $311 million, minus what we 
recapture. 

Mr. Roruscuitp. Minus what we recapture. 

Mr. Nicnors. The total payable on the basis of the estimated re- 
captured would be $368.7 million. 

Mr. Presron. At the end of fiscal year 1954 we will owe $368.7 mil- 
lion; is that right? 

Mr. Nicuots, That is through the fiscal year 1955, or in other words 
the first 6 months of calendar year 1955. 

Mr. Rorucuiip., Our total expense would have been $368.7 million, 
of which we will have paid at that time something just under $300 
million, so that we will have liabilities at the end of fiseal year 1954 
of $74 million. 


DISTRIBUTION OF PRESENT BUDGET REQUEST BY APPLICABLE YEAR OF ACCRUAL 


Now, of this $85 million which we are requesting for the 1955 
budget, Mr. Chairman, about $20.4 million will cover payments for 
calendar years 1947 through 1950; $16.6 million will be applicable 
against calendar years 1951 through 1953; and the balance of the $85 
million—about $46 million—will be applied against subsidies payable 
in calendar year 1954. 


TRANSPORTATION OF FREIGHT IN AMERICAN BOTTOMS 


Mr. Crievencer. Is it possible to get some figures now as to the earn- 
ings of the merchant marine during this last calendar year of 1953 m 
the overseas transportation of revenue freight, for the so-called 


NATO countries? 
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How do we rate as compared with the British, the Norwegians, the 
Swedes, the Dutch, and others in total amount? Are we maintain- 
ing our position, with all of these subsidies in the freight business 
across the Atlantic and the Pacific? 

Mr. Rornscuitp. We are constantly carrying a smaller percentage 
of the total freight available. We estimate that by the end of this 
next year we will be at or close to the same percentage as we had pre- 
World War II, which was about 35 percent of the world trade car- 
ried on American bottoms. 

Mr. Cievencer. Is that revenue cargo, or is that the movement of 
grain and the “giveaway” business? 

Mr. Roruscuitp, It is total movements. 

Mr. CrieveNcer. Total movements? 

Mr. Roruscuiip. Yes. 

Mr. Crevencer. The question that interests me is the revenue 
freight. 

Mr. Rornuscuip, Well, it is all revenue freight, sir. 

Mr. Crevencer. Of course it is charged in some way. If it is 
wheat which is delivered to Pakistan or Timbuktu it is added in so 
that you get credit for carrying it as freight. 

Mr. Roruscuiwp. Correct, sir. 

Mr. Crevencer. But that does not mean that is an operation which 
adds to the economy of the United States. 

Mr. Rornscutp. No, sir. 

Mr. Cievencer. Is there no way of separating those figures ’ 

In revenue freight across the North Atlantic at the present time, 
who is getting a greater percentage, Norway or the United States? 

Mr. Roruscuttp, Oh, the United States is getting much more than 
Norway. We can furnish those figures for you, sir. 

Mr. Cievencer. I would like to have some. 

(The information is as follows :) 

In the total dry-cargo foreign trade of the United States, American-flag ships 
carried inbound and outbound approximately 33 percent of total carryings in 
1952 as compared with 39 percent in 1951. The following schedule outlines 
details concerning the breakdown of the cargo carryings between United States 
North Atlantic ports and Atlantic European and Mediterranean European coun- 
tries, both inbound and outbound, by flag of vessel. This tabulation indicates 
that in these particular services United States-flag ships carried 33.5 percent of 
the total outbound trade while foreign-flag ships carried 66.5 percent of this 
trade. In the inbound trade in these same services, American-flag ships carried 
26.2 percent as compared with 73.8 percent for foreign-flag ships. 
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Liner and nonliner cargo carried between United States North Atlantic and 


Atlantic meee and Mediterranean Europe 


| 
| Inbound | Outbound 
flag of vessel | Mili- | Commer- | Total Per- | Mili- Commer- Total | Per- 
| tary | cial | “| cent | tary cial | eent 
Total, all flags | 13,503 | 5,827,525 | 5, 841, 028 | 100. 0 | \768, 997 | 25, 603, 008 | 26,372,005 | 100.0 
United States... ...... 6,198 1, 524, 511 | 1,530,704 | 26,2 |668, 206 | 8,163,448 | 8,831,654 | 33.5 
Total, foreign 7,310 | 4,303,014 | 4,310,324 | 73.8 [100,791 | 17, 439, 560 | 17, 540, 351 66. 5 
| 4,250 | 155,612 | 159,862 | 2.7 | 11,764 | 3,918,161 
U _|_..--.--| 497,253 | 497,253| 85] 3,040 | 2,849, 724 | 
Greece ve 185, 214 185,214 | 4,643 | 1, 581,189 
Norway 782, 367 782,367 | 13.4] 4,155 | 1,544,712 5.5 
Panama... 175,352 | 3.0) | 1,416, 901 5.4 
102,678 | 1.8 | 21,636 | 1, 141, 333 4.4 
Germany... | 373, 712 6.4 |. | 1,002, 823 | 3.8 
Sweden ____.- 832,090 | 14.2 | 252 | 897,523 897, 775 | 3.4 
Netherlands. } 265, 500 4.6 | 9, 373 | 716, 301 25,674; 27 
Liberia | | 387,460} 387,460] 1.5 
Denmark 5,567 | 175, 567 3.0 | 6,192 | 341,539 | 347, 731 | 1.3 
All others... ._-- 3, 060 | ne 353 | 39, 736 1, 641, 894 | 1, 681, 630 | 6.4 


718, 413 12.3 


The following tabulation represents paid tonnage movements of Mutual 
Security Program cargo from the United States in calendar year 1952, which 
indicates that United States-flag ships carried 62.71 percent of this cargo. 


Mutual security programs only—Paid tonnage movements from the United States, 
calendar year 1952—Bulk and liner liftings, by registry of vessels 


{Long tons] 


| 
Total, bulk and liner | Bulk | Liner 
| 
Tons | Percent Tons | Percent | Tons Percent 
| 
7, 722, 373 | 100. 00 | 5, 716, | 069 | 100.00 | 2 006, 304 | 100. 00 
United States 4, 842, 709 3, 794, 385 36. | “1,048,324 | 2.25 
Foreign flags, total..............-.-- 2, 879. 664 1, 921, 684 . 6 | 957, 980 47.75 
926, 435 826, 351 | .45 | 084 4.99 
United Kingdom... 508, 076 289, 603 | 218, 473 10. 89 
315, 822 252, 223 : 63, 599 3.17 
; Netherlands * 212, 577 121, 471 le | 91, 106 4.54 
Norway 210, 999 34, 930 61 | 176, 069 8.78 
Fanems 1 190, 859 188, 831 30 | 2, 028 10 
181, 253 81, 671 99, 582 4. 96 
Germaniy 159, 558 159, 558 7.95 
68, 041 66, 571 1,470 | 
33, 967 33, 451 516 | -03 
29, 815 8, 510 21, 305 | 1.06 
Sweden.......... 14, 355 14, 355 
9, 487 9, 486 |. 

8, 586 8, 586 
Egypt. 454 -02 
Tsrael 1. 77 .O1 


1 Nonparticipating countries in European program. 


Mr. Cievencer. I would like to know where we 


program. 


are going on this 
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COST OF MARINER SHIPS 


Getting back to the Mariner program, the average cost of the Mari- 
ner ships was about $9.5 million; was it not ? 

Mr. Rorusciinp. A little less than that; about $9 million. 

Mr. Crevencer. By the time you got them in the water it was a little 
bit more; was it not? 

Mr. Rornscniip. No, sir; they are about $9 million apiece. 

Mr. Cievencer. According to the testimony we had here last year, 
some were given at $7 million plus, and some of them, I believe, ran 
close to $11 million. The average was something around $9.5 million 
each; was it not? 

Mr. Morray. I think enough cost experience has occurred in the 
course of this year, Mr. Clevenger, so that the Maritime Adminis- 
trator, as you see, is not asking for additional funds to liquidate the 
remainder of the operation. 

Mr. Cievencer. That is right. I think there was testimony here 
that you would sell those for around $4.5 million each to some oper- 
ating company, if you could get it; is that right? 

Mr. Rornscnimp. Yes, sir. 

Mr. Cievencer. Then if you want them to go to some trade route 
which you designate, on top of that the vessel subsidy to the operator 
of the ship begins? 

Mr. Rornsuip. Yes, sir. Perhaps we can go back a step and clear 
up this one item, Mr. Clevenger. 

Mr. Crievencer. All right. 


PURPOSE OF CONSTRUCTION DIFFERENTIAL PAYMENTS 


Mr. Rornscntmp. The construction differential is designed to fur- 
nish American-flag shipping operators with ships at the same price 
at which they could buy them in any other country in the world. It is 
really not a subsidy to the ship operators; it is a subsidy to the ship- 
building industry in this country. We think that we need such a sub- 
sidy in order to keep alive a shipbuilding industry for use when we 
need it in times of stress. 

Mr. Crevencer. That is the sole justification for it; is it not? 

Mr. Rornscnitp. That is the sole justification for it. 


ANNUAL AMOUNT OF OPERATING-DIFFERENTIAL SUBSIDIES 


Mr. Crevencer. What T wanted to get into the record, boiled down, 
is this: What do you estimate the operating-differential subsidies will 
cost for 1955 and back through 1954, 1953, and 1952, so that we can 
find out where we are going for those 4 years? TI should like to have 
some accurate figures for the record. 

(The information is as follows :) 


Estimated subsidy payable 


Calendar year: Amount 
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UNPAID SUBSIDIES ACCRUED 
Mr. Cievencer. How much was unpaid as of January of 1952 and 
1953? 
Mr. Roruscuiy. I think that chart will show it right there, sir. 
(The information is as follows :) 


Estimated subsidy payable remaining unpaid as of January 1952-53 


Total subsidy payable December 31, 1951-..-----~_------------- $141, 887, 000 
Unpaid subsidy January 1952__...............-.-------- 93, 280, 000 
Total subsidy payable December 31, 1952_.-......-------------- 2038, 010, 000 
Unpaid subsidy January 1003.2... 122, 037, 000 


Mr. Roruscuirp. In 1952 our records show that the operating sub- 
sidies accrual amounted to approximately $8214 million; of which we 
paid through June 30, 1953, $34.3 million; of which we will pay 
through June 30, 1954, $13.9 million; of which we will pay through 
June 30, 1955, $6.8 million; and of which we will then owe $6.1 mil- 
lion. We estimate that the recapture will amount to $21.4 million. 
That gives a total of $8214 million. 

Mr. Cievencer. Does that boil down to the information we have 
asked for? 

Mr. Roruscuip. That was for the year 1952. I can now give you 
the same figures for 1953-55 on an estimated basis. 


NEED FOR COMPLETE AND PRECISE SUBSIDY FIGURES 


Mr. Crievencer. That is the point we have been trying to get at. We 
want to separate the accumulation or the carryover of unpaid subsidy 
from the actual cost of subsidy for that year. We have two questions 
there. 

We would like to have that information to get a real basis to work 
on. It is embarrassing to me to have some fellow come to me wanting 
an explanation of this. 

Last year you handed this to us just “cold turkey” without any real 
information to go with it. It was turned over to us from the Inde- 
pendent Offices Subcommittee, and we had no chance to digest it like 
we do the other appropriations. 

I do not want you to give me a cumulative figure from year to year. 

Mr. Roruscuip. Shall I go on with the figures I was giving you? 
Are they of any value, sir? 

Mr. Cievencer. What we want is information so that any Member 
can pick up our record and get the answer. That is the idea. 

Mr. Morray. Mr. Clevenger, the whole matter is a very complicated 
one because of the accrual situation. We are operating at the moment, 
I think, at an accrual rate of about $90 million for the current fiscal 
year of which the amount payable is estimated at about $65 million. 

Mr. Citevencer. And that, with a declining business, is more than the 
average has been in the past; is it not ? 

Mr. Murray. Oh, yes. It is picking up. 
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Mr. Cievencer. What I want to do is to see if I can separate what 
was “dead horse” and unpaid from the balance of it. What did we 
carry over? 

It was a shocking thing to me to find that we owed about $185 million 
last year, although you gave us no fixed figure on it. 


DELAY IN COMPUTATION OF SUBSIDY PAYMENTS OVERCOME 


Mr. Murray. As you know, when the old Maritime Commission 
came in here I do not know what happened, but there had been great 
delay in the computation of the amounts owed the ship operators. 
When the Maritime Commission went out and was replaced by the 
Maritime Board it was discovered that there was a great accumulation 
of past bills, which has been the problem that complicated the whole 
procedure. We were going as far back as 7 years. 

Mr. Cievencer. That is what I am trying to establish the facts on. 

Mr. Murray. As fast as it has been possible, those back bills have 
been cleared up and are being paid up. 

Last year, when we asked for $65 million, which we thought we 
could pay, the Congress reduced the amount to $20 million, as you 
will recall. It was knocked down to $20 million on the basis that 
it was felt that since we had never processed and paid an amount 
ae than that perhaps we could not do so. 

- Cievencer. You are speaking now of the budget, and not of 
the Con 

Mr. Murray. That is right. Therefore, the $20 million was the 
figure which had been used the previous year. That was the basis 
for the $20 million. 

(A clarification of this basis was subsequently supplied :) 

An appropriation of $20 million was all that was required in each of fiscal 
years 1952 and 1953 because of a carryover of unexpended funds at the end 
of fiscal year 1951 and in subsequent years 1952 and 1953. We actually paid 
vouchers approximating to $41,400,000 in fiscal year 1952, and $62,800,000 in 
fiscal year 1953. 

Mr. Murray. Now the Administrator has gotten the mechanics of 
this thing well-oiled at this point, and we are going to be able to pay 
up $85 million this year. 

Mr. Cievencer. Are you sure you owe it? 

Mr. Roruscump Oh, yes. 

Mr. Murray. Yes. 

Mr. Cievencer. There is no question about it? 

Mr. Murray. There is no question about it. A lot of that is “dead 
horse” but at the moment we are operating roughly at an annual rate 
of $65 million of subsidy payable. 

Forgetting about the “dead horse” the annual rate is roughly $68 
million for fiscal year 1955. 


SIZE OF FUTURE SUBSIDY PAYMENTS 


Mr. Cievencer. With no prospect of a smaller amount for 1956? 
We are going to continue this at an increasing rate? 

Mr. Murray. The subsidy in here is paid for wages, not to the ship 
operators as such. As that differential widens—the difference between 
the wages we pay in this country and the wages that are paid abroad— 
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you can anticipate that larger and larger amounts will be required 
if we are to maintain an American merchant marine. 

Mr. CievenGer. Off the record. 

(Discussion off the record.) 


ST. LAWRENCE SEAWAY 


Mr. Cievencer. There is one matter which concerns me. 

There are at the present time many ships operating on the Great 
Lakes. That is probably the most profitable and juicy bit of trans- 
portation in the world. We are contemplating now an operation 
which will cover at least 15 years, if it is embarked upon, for the 
construction of the St. Lawrence seaway, which will se the deep- 
ening of the St. Clair River for miles and the dredging of every 
harbor on the Great Lakes with the possible exception of Milwaukee. 

We are going to let something up into the Great Lakes that will be 
more devastating and costly than the lamprey eel, which destroyed 
the fish in the Great Lakes, because we are going to open up that 
area to ships of great size. ‘That is the prize package in water trans- 
portation in all the world. We will open it up to sailors who probably 
earn one-fifth or less as much per month as our sailors, without a bonus 
for every port that they touch as they go around the world. 

I just wonder what you are going to do if the seaway goes through 
and where this subsidy will go then? You may have to subsidize lake 
carriers as well. 

Then who will take care of the 6 big transcontinental railroads, 
which run across my district and employ hundreds of thousands of 
railroad men? You will have to have them in the wintertime, when 
the St. Lawrence River is frozen. 

When I came to this Congress practically every engine that ran 
through my district had two engineers in the cab, and no fireman. I 
just wonder if some of us realize what we are stepping off into when we 
are asked to take under our wing all the Great Lakes shipping as well 
and then open it up to the competition of larger ships manned with 
very low-wage seamen. They come in and unload at the American or 
Canadian ports, and vice versa, without even changing the locks. If 
we think we have a headache now, what will we have if we open 
that up? 


PLIGHT OF UNSUBSIDIZED OPERATORS 


Mr. Murray. I might say that there is one other point in here. 
The unsubsidized operators, as you know, are having a great deal of 
trouble. Their problem is becoming greater and greater. I would 
not be at all surprised if at some point a request might not come before 
the Congress to do something about subsidizing the nonsubsidized 
operator as well as the tramp operator. We have quite a problem 
here. 

Mr. Crrvencer. Right at the present time do we not have an ap- 
proaching problem with tramp air carriers? 

Mr. Murray. Yes, we have. 

Mr. Cievencer. You see, we get in deeper and deeper all the time 
in these operations, with no hope in sight. 


| 

3 

4a 
| 


362 


I have just asked these questions, because somebody at some time 
may be going over the wreckage. I want them to know that at least 
one transplanted department store man had some concern about it 
approaching. 


HIGH COST OF UNITED STATES MERCHANT MARINE 


Mr. Murray. I think it is important for the members of this com- 
mittee to know clearly what the situation is, so that at no time will it 
come as a surprise to anyone. 

You know our desire to cut the budget. 

Mr. Cievencer. Yes. 

Mr. Murray. And to get this thing back to a place where at some 
point it can be balanced. 

T think you also know you do not have any group down here trying 
to do it any harder than we are. But when we have to face the prob- 
lem of taking a previous request of $20 million and coming to you 
and telling you we will require $85 million, we are certainly going 
in the wrong direction. 

The Merchant Marine Act is on the books, and if we are going to 
have a merchant marine, it would appear to be the best possible way 
of doing it. Government assistance is going to be required. These 
bills are due and owing. We have to pay them. 

If we are going to have a merchant marine, the bill is going to be 
pretty high. 

STIMULUS OF COMPETITION 


Mr. Cruevencer. There was an interesting exhibit in here of the 
growth of the resources of some shipping companies, which started 
with a few Government ships, showing how they built up their re- 
sources. It just might be possible that if they were put to it, without 
having the cushion to fall back on, they might find some new operating 
economies and be able to handle part of those things themselves. 

I grew up in a highly competitive field, and managed to keep the 
keys to the place for 37 years, in a very highly competitive retail field. 
T realize that if you have to you can do a lot of digging, but if you 
are overcushioned you are not going to seek any economies but vou 
are going to seek more subsidy. It looks as though they were getting 
it. At the same time we are drying up. We are rapidly going to be 
displaced by Holland, by Sweden, by Norway, and by Britain in the 
carrying of that freight. 

They will be back to their old tricks, as you know; hiring 8 or 4 or 5 
officers and then manning the ship with some men they can hire in 
Asia for almost any price. We do not do that, yet we are subsidizing 
all of those people who are doing it. We are subsidizing their 
economies. 

NEED FOR GOVERNMENT ECONOMY 


That is just as fantastic an operation as this is. It leads to only 
one thing, and that is a national bust, if you keep on that road. The 
economy of the world cannot sustain what the United States itself 
is trying to underwrite. They admit it. 

You may have seen the article in the paper yesterday, where it 
stated that Britain is cutting down on their appropriation for the 
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Air Force, by getting $234 million from the United States for that. 
We are just a “ een taie Charlie” to anyone. We take all their 
burdens. 

This concerns me. It is not a joking matter at all. 

Mr. Roruscuiip. At some point, Mr. Clevenger, it seems to me that 
it is up to the Congress, as it represents its constituency, to determine 
whether or not some of these things are in the best interests of 161 
million American people. So long as the laws exist the way they do, 
we have pre ta obligations which have to be met. 

Mr. Cievencrr. You know, I have been here in the Congress for 
several years. I keep worrying about the people in my district. I 
have been trying to save them money. So far they have supported me 
loyally in both parties. 

For the life of me I cannot see where the end is far away if we con- 
tinue this thing, because if you are losing money now and losing ship- 
ping also, then you are in a position much like two automobiles ap- 
proaching each other from opposite directions. The crash is going 
to happen. 

Mr. Murray. The more shipping you lose, unfortunately, the more 
money you are going to need to get from the Congress for the payment 
of the subsidy. 

Mr. Crevencer. Maybe we will both be living here when this St. 
Lawrence waterway brings the problem right into the interior of the 
continent, and it may bring the fresh water shipping into the same 

icture. 
x Mr. Murray. Your friends from Ohio seem to be more for that 
than my friends from Pennsylvania. 

Mr. Crevencer. I don’t know who you refer to as my friends. It 
has been turned down several times. In fact, some of these people 
got out a report that I wasn’t supporting the administration because 
I didn’t vote for some things last year. But that was a matter of 
conscience with me; I don’t have to be elected but I do have to be 
honest with myself and my constituents while I am here, and if I can 
point out to them some of the things that are ahead—certainly you 
can see them coming. All you have to do is look at the rise in your 
figure here, on your own chart. 

Mr. Roruscuitp. That comes about, Mr. Clevenger, because of sev- 
eral things. One of them is that we had very little competition a few 
years ago because most of the nations had lost their shipping. We 
were in possession of a great segment of the world shipping. 

Now, as other nations have reestablished themselves as shipping 
nations, they have picked off part of our trade and, at the same time, 
established competition at prices much lower than our own. They all 
charge the same dollar for the transportation of the cargo, but they 
pay their crews a very much smaller figure, sometimes as little as 20 
percent of what we pay our crews. And the subsidy bill is designed 
to make up the difference in the cost of crew operations. 


LIQUIDATION OF WAR SHIPPING ADMINISTRATION 


Mr. Cievencer. May we et something into the record now about 
Jar Shi 


the liquidation of the ipping Administration ? 
Mr. Roruscnitp. We estimate our liquidation expenditures in the 
War Shipping Administration Fund in the fiscal year 1954 to be 
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$4,200,000, and in 1955, to be $2 million, for a total of $6,200,000 for 
the 2 years, which would give us an estimated cash balance on the 30th 
of June 1955, of something over $102 million. 

We estimated that at that same time we will have obligations of 
$12,230,000, or a balance of about $89 million. 

We will need a reserve for unrecorded liabilities of something over 
$39 million, so that it is possible that we will have $50 million on hand 
more than we need in that enterprise, which we will have at the end of 
fiscal 1955, 

Mr. Crievencer. Would it be in shape to revert, then, to the 
Treasury ? 

Mr. Roruscuiry. Yes, sir. 

Mr. Cievencer. You know, I am asking some of these things prior 
to the time of taking this up so that we can have a little time to think 
about it by the time the thing is sprung on us. 


MARITIME TRAINING PROGRAM 


Now, I would like to have you speak a little more about the training 
program. 

Mr. Rornuscuitp. About what, sir? 

Mr. Crevencer. Training. ‘There seems to be considerable inter- 
est about the discontinuance of the maritime training program. Are 
you far enough along in your conclusions to make a fast finding on 
that discontinuation 4 

OFFICER TRAINING 


Mr. Rornuscuinp. Not on the officer part of the program. 

Mr. Crevencer. Not on the officer part of the program ¢ 

Mr. Roruscuitp. No, sir. We have gotten some figures from the 
Navy and from the Coast Guard that are not good enough for our 
purposes, and we are proceeding to get better figures, and we will have 
them I think in a reasonable length of time, at which time we will 
be prepared to make a decision as to which way to go. 

Mr. Cievencer. It would seem from the results accomplished by 
training civilian officers in the merchant marine, that it would be 
quite important, and of course not excessive, as compared to a lot of 
kien things, to have an adequate training program for at least the 
officer category, or maybe some specialists. 

Mr. Roruscuinp. Some of the figures that may interest you that we 
have as of now, are these: There are presently licensed and holding 
active licenses in the merchant marine a total of 110,500 officers. The 
lines, all combined, have approximately 13,000 berths today. If we 
do activate every ship in our reserve fleet, which would take some- 
thing more than 2 years to do, we would then have a need, including 
the 13,000 berths which are presently occupied, of a total of 40,000. 

Against that we have been producing about 1,500 new officers per 
year, a little less than a third of whom have come out of a combina- 
tion of State and Federal Academies, and the balance of something 
over a thousand coming up through the “hawse pipe,” as the term is 
used. That 1,500 constitutes a replacement of those currently em- 
ployed, of better than 10 percent. 

Mr. Cievencer. Is 1,500 per year enough to maintain the attrition 
of the available reserve officers? You know experience shows you 
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that without disrupting a whole family or a business, you can only 
get back a certain percentage of them, and they have been getting 
older and incurring more physical defects. Are you positive-—— 
Mr. Roruscuitp. That is one of the figures we do not have, Mr. 
Chairman, and on which we are working. 
Mr. CLevencer. Mr. Coon, do you have any questions you want to 
ask along that line before we take up the specific items ¢ 


RELATION OF WAGES TO SUBSIDY 


Mr. Coon. I would like to ask this: Is it true, as we so often hear, 
that the shipowners permit increases in wages very easily because of 
the fact that they can extend the subsidy over to the United States 
Government to pay ¢ 

Mr. Roruscniip. [ think you can get yourself any kind of an argu- 
ment you want on that, sir. The ship operators claim that that is not 
so, and some of their opponents claim it is so. 

Many people think that the Government itself, through the opera- 
tions of the MSTS, has been the principal reason why wage rates 
have advanced as rapidly as they have, because the MSTS has insisted 
upon the movement of cargo under any set of circumstances, and at 
any price. 

Mr. Coon. Does all this operating subsidy go to the labor, the dif- 
ference between the cost of the wages that are paid to labor and the 
wages paid to other labor? Is that where all the operating subsidy 
voes 

Mr. Roruscuite. Almost all of it. We subsidize 5 items: Wages; 
subsistence, and subsistence is part of a labor arrangement; repairs, 
and repairs are higher because of the higher labor rates in the ship- 
yards; stores; and insurance. And, with the exception of insurance, 
most of it is a matter of labor. 

The wages alone represent 83 percent of the total subsidy payments. 


PROPORTION OF OFFICERS STATE AND FEDERALLY TRAINED 


Mr. Coon. I have heard many fine compliments of the boys that 
come out of these training schools, and how they are good, loyal 
Americans, and I would hate to see that training program be dis- 
couraged or discontinued. 

Mr. Roruscuiip. You are aware, of course, that once those men be- 
come licensed, they become members of their own union. 

Mr. Coon. That is why, I think, more ought to be coming out of the 
schools, to have a little more influence in the unions. 

Mr. Roruscnitp. Of the 1,500 officers who are being licensed each 
year, about 1,050 come up through the “hawse pipe.” Something 
under 200 come out of Kings Point, and something over 200 come out 
of a combination of the 4 State schools. 

So the numbers as they now exist would seem to indicate that the 
influence of those State and federally trained boys is pretty much 
diluted. 

It would not be the intention in any program to reduce the number 
of boys who would be trained. It would simply be the intention to 
train them under a system which would be ed costly and equally 
good, if not better. 
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DISPOSITION OF TANKERS ACQUIRED BY TRADE 


Mr. Coon. What will the Government do with those tankers 
that you say will be traded in? 

Mr. Roruscuitp. We will put them in our reserve fleet, where at 
the present moment we do not have a single tanker. 

Mr. Coon. That is all I have. 

Mr. Cievencer. Mr. Preston? 


UNITED STATES DOLLARS TO CONSTRUCT FOREIGN SHIPS 


Mr. Preston. Back to the construction subsidies, you stated a mo- 
ment ago, and correctly, that the reason we were paying the subsidy 
was to maintain our shipyards, in case of an emergency. But I am 
wondering what your thinking is on the policy of the FOA in con- 
structing ships abroad ? 

Mr. Roruscuitp. The which, sir? 

Mr. Preston. The Foreign Operations Administration, which is to 
build minesweepers and patrol boats, and many of the smaller boats, 
in foreign shipyards rather than at home. 

Mr. Roruscuitp, [I was not aware of that. 

Mr. Preston. It is a fact. I was reading last year’s hearings be- 
fore the Appropriations Committee, and the Foreign Operations 
Administration people testified, or spoke off the record, where we 
could get nothing of their thinking. I didn’t hear the testimony; I 
was simply reading the testimony. But I could see that their ap- 
proach was that it was important to build up foreign shipyards so 
that in an emergency they would have some ship construction them- 
selves. 

Now, in doing that, we are working directly against ourselves, 
where we have to pay a subsidy to build ships in our country in order 
to keep the shipyards going. 

So, I think that those two matters ought to be looked at from a pol- 
icy-level standpoint, and there should be some coordination, because it 
doesn’t seem right to pay these large construction subsidies, with 
which I find no fault, realizing we must maintain some large ship- 
building, but then do the very opposite abroad and pay with American 
dollars to construct shipyards to build ships for the mutual security 
program. 

Mr. Rornscui. That is a determination which would have to be 
made at levels higher than mine. 

Mr. Preston. That may be true, Mr. Rothschild, but it certainly 
ought to be looked at. 


NEED FOR CONTINUATION OF SUBSIDY PROGRAM 


Now, you said a moment ago that perhaps the Congress would have 
to take a look at some of these things and decide what we wanted to 
do about it. That is true, but this new administration has some 
responsibility in that field, also. The President can recommend to 
Congress that we repeal this law. So far I don’t recall that any of 
his messages have recommended that. If he does so, I am sure the 
Congress will give consideration to repealing the law. The new ad- 
ministration has a responsibility in this field. It is true it was enacted 
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under the prior administration, and it is alarming, frankly. I think 
it has grown larger than even the Democrats thought it would have 
grown. 

So, I think that Congress and the administration as well might 
look at this proposition to see where we are going to pick up the 
checks on it. 

Now, Mr. Murray is on the telephone. I wanted to ask him some- 
thing. What is your thinking, Mr. Rothschild, as to whether this 
program should be continued or not ? 

Mr. Roruscutp. It is clearly apparent that if we are to have a 
shipping industry and a shipbuilding industry, and if we are to pay 
in those respective industries rates of pay which are comparable with 
other American wage scales, then somewhere along the line something 
has to be done toward evening that cost out, as compared with costs 
elsewhere in the world. 

As I said a little while ago, the matter of a construction subsidy is 
simply a subsidy toward the existence and continuation of a shipbuild- 
ing industry in this country. We have, as I read the record, found 
it absolutely necessary to have such an industry in time of war. 

We have also found, both in the First and Second World Wars, that 
if we did not have an American merchant marine of our own we could 
not very well depend upon the rest of the nations to carry our military 
cargo. And therefore, we must continue to pay for it in some way, or 
not have it. It is just as simple as that. 

Mr. Preston. How do you feel about it? Do you think it is neces- 
sary? You have stated the facts accurately now. 

Mr. Rornscuinp. I do not see how it vould be possible for us to fight 
a war without being able to carry the cargoes necessary for the fight- 
ing of that war, and I do not see how we can depend upon anyone, 
except our own shipping, to carry those cargoes when other nations 
are involved for their very existence at the same time. 

Mr. Presron. I take it, then, that you feel it is one of those things 
we are faced with that we can hardly escape? 

Mr. That is correct. 

Mr. Presron. And we have got to put up with it. 

Mr. Roruscutip. Yes, sir. 

Mr. Preston, I think that is the general consensus. 


CONVERSION OF MARINER TO ATTACK SHIP 


Now, I notice also in your testimony that you said something about 
converting one mariner to an attack ship. Was that for the Navy? 

Mr. Roruscuup. Yes, sir. 

Mr. Preston. It seems that ship should have been built that way 
to begin with, without going to the expense of converting it. How 
much does it cost to convert it? 

Mr. Roruscuivp. I think about $10 million. That, however, does 
not represent a total additional and unwarranted expense. The Navy 
got their ship at an early enough time in its construction so that it 
was not necessary to destroy what had been done in order to make the 
conversion complete, 

Mr. Preston. It hasn’t been converted yet, has it? 

Mr. Roruscui.p. It is in the process. 
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Mr. Presron. The contract has been let for the conversion ? 

Mr. Roruscuip. Yes, sir. 

Mr. Preston. Now, do you have any new language in the bill here, 
relating to the payment of operating differential subsidies? 

Mr. Roruscuitp. Do we have any new language? 

Mr. Presvon. Yes; different from the language carried in the bill 
last year. 

Mr. Roruscuitp. No. 

Mr. Preston. Is all that language in the committee print the same 
language ? 

Mr. Rornscuiwp. Yes. 


TRAINING PROGRAM 


Mr. Preston. Now, with reference to the training program, you 
stated a moment ago that you were trying to establish new figures and 
the most accurate figures possible in making some determination 
about this program. It seems you have pretty well made up your 
mind by virtue of the fact you have already decided to close Alameda 
and 

Mr. Roruscuiwp, That is at a level below the officer-training level, 
sir. 

Mr. Preston. It is almost as important, to have all categories. 
Only recently you were giving serious thought to closing Kings Point; 
were you not? 

Mr. Roruscuup. Yes, sir. 

Mr. Preston. And you decided against it. 

Mr. Roruscutip. We would not have closed those u grading and 
correspondence-school activities had there not been availa le facilities 
for the training of those men. And those facilities exist in several 
points around the country and are operated privately. 


SHORTAGE OF RADIO OPERATORS IN 1950 


Mr. Preston. With reference to the officers, is it a true statement 
or not—I am not in possession of the facts but it has been alleged that 
this statement is true—is it true or not that when the Korean war 
began that it was necessary to take a large number of ships out of the 
reserve fleet, cargo carriers, and that many of these ships were tied up 
for months because we were not able to staff them with qualified 
officers, and we were not able to move cargo to the Far East because 
of our inability to find quatified officers ? 

Mr. Roruscuip. I have never heard that, sir. 

Mr. Murray. I understand, if I might interpose, that we had a 
problem of several weeks with radio operators. 

Mr. Preston. And 450 ships were tied up? 

Mr. Murray. I don’t know what the number would be. I have been 
told that there were not that many. 

Mr. Preston. Some of you gentlemen who were here at that time, 
do you recall that you had any difficulty about ship’s officers? 

Mr. Nicnots. The shortage that I recall, sir, was in radio operators. 
Most of the delays were not more than 2 or 3 weeks. And if I remem- 
ber the figure now, we did have a delay of approximately 40 or 50 
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ships at one time, of about 2 or 3 weeks, because of radio operators. 
A refresher speedup course was put into effect at that time to turn 
out edditional radio operators and alleviate that shortage. There 
was a movement to bring men back to the industry again who had 
drifted away from the merchant marine, and it took about 3 or 4 weeks 
to get some of those men back, and the delay soon became alleviated. 


NEED FOR CONTINUATION OF SUBSIDY PROGRAM 


Mr. Preston. Awhile ago, Mr. Murray, you were on the telephone 
when we were discussing this policy of the future, what should be done 
about this payment of operating differential subsidies. I spoke to 
Mr. Rothschild about his thinking. Since you are the Under Sec- 
retary of Commerce for Transportation, and since there is an equal 
responsibility in this field between the legislative and the executive 
branches, I would like to inquire about your feeling as to what the 
policy should be with reference to continuing this law in effect and 
paying these operating differential subsidies. 

Mr. Murray. Well, Mr. Preston, I feel that if we are to have a mer- 
chant marine—and | have not heard in any governmental circles, 
legislative or executive, of any disposition that we should not have 
the merchant marine—it is very clear that some form of Government 
assistance is going to be necessary to keep the American flag on the 
seas. I think that this particular problem is certainly the most serious 
problem that comes within my field of responsibility in the field of 
transportation, because I do not see any way out of the situation con- 
tinuing to develop, as it has, and that of course is unfortunate. 

I think the time may come that we can look forward to higher and 
higher costs, and perhaps less and less business. So you have a very 
serious problem, for which I do not have the answer, and I do not 
know that there is an answer, other than that we need to realize that 
if we have a merchant marine we have to pay for it, and know that 
we are going to pay higher and higher costs. 

I know that the people in the industry themselves are seriously 
concerned about the matter, for fear that they will at some point 
price themselves out of a market. The Congress and the people are 
willing to maintain the merchant marine at a certain cost, and if it 
goes beyond that cost, they might run into a lack of sympathy. There 
is great concern throughout the industry. 


DEPARTMENTAL STUDIES OF SUBSIDY PROGRAM IN PROGRESS 


Mr. Preston. Now, the new administration has not initiated any 
studies for eliminating that practice, I suppose ? 

Mr. Murray. We have been working for about 10 months, in three 
areas—in the Maritime Administration itself, in the Office of the 
Under Secretary for Transportation, and also in the Transportation 
Council—with a panel of shipping people, on this problem. We were 
anxious to examine into whether there was some other way of keep- 
ing the merchant marine going without constantly increasing costs. 
And it is very clear, after studying the matter for 9 months, that if 
we are to have one, we are going to have to pay for it. ' 

I think it is important for Members of Congress to realize that, 
and to realize that it is the responsibility of the Maritime Adminis- 
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trator to carry out the desires of Congress, as are shown in the act 
of 1936, and in any amendments that should be made to it. 

Mr. Preston. But there is certainly an area in which it would re- 
quire the most careful and accurate study and administration. 

Mr. Murray. I might say that the Administrator has devoted, him- 
self, and members of the Board have devoted themselves, to a very 
conscientious and thorough examination of all the factors that go 
into the making up of the subsidy. 

Now, they have gone into the route problem, and into the voyage 
frequency problem, and while they may be able to make a few 
changes here and there, I think the Administrator would tell you 
that any savings that would come from that would be merely a drop 
in the bucket. 

Mr. Preston. Could you by eliminating voyages, reduce the busi- 
ness, the commerce? 

Mr. Morray. Could the Administrator answer that? 

Mr. Rornscutmp. There is a congressional limitation of 1,600 voy- 
ages per year. 

Mr. Preston. Yes, that is in the bill. 

Mr. Roruscuip. And that has been in effect for the past 2 years. 
The limitation presents a difficult sort of thing from an administra- 
tive standpoint, because a voyage is a voyage whether it runs from 
New York to Cuba, or whether it runs around the world. So, it be- 
comes not much of a help in holding down costs. 

The law also requires that wherever a line make a showing, as set 
ont in the law, it is onen and available for subsidy, so that we have 
applications now pending for which we have no voyages. 

As Mr. Murray pointed out to you, there also will be, we anticipate, 
requests on the part of the tramp operators for some assistance, for 
which the law does not now provide, 

We do constantly study these trade routes, and we have worked 
out with some of the companies a schedule whereby they will have a 
few less voyages, but we require them to maintain a so-called liner 
service, which is a regularly scheduled service, over the routes which 
they occupy, and it is a question of how much you can cut down the 
scheduling and still have a regular service. 


NEEP YOh LEGISLATIVE INQUIRY INTO PROGRAM 


Mr. Preston. Do you feel that the time is right for taking a new 
legislative look at the program ? 

Mr. Roruscuiip. I feel the time is always right for the legislative 
arm of Government to be looking at whatever is being done, as well 
as the executive. But the fundamental principle of either paying 
for the merchant marine or abandoning it, remains. The method by 
which a subsidy could be arrived at might be subject to alteration 
from time to time, but I do not believe that another system would 
significantly change the amounts of money involved. 

r. Preston. That is all, Mr. Chairman. 


CONVERSION OF LIBERTY SHIPS 


Mr. Srxrs. I would like more information, Mr. Rothschild, about 
the attitude of the Maritime Administration on shipping conversions, 
particularly conversions of Liberty ships, for performance at higher 
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speed. I don’t think anyone questions the importance of those con- 
versions in this modern age in which we live, particularly when you 
consider the great threat from submarine and other types of warfare 
that our ships would be exposed to in the event of a conflict. 1 would 
be tweens to know just how far your thinking has gone on con- 
versions, and what you are prepared to recommend, if anything, to 
the Congress. In your statement you indicated that you are going 
to make such recommendations. 1 would like such information now, 
that is available. 

Mr. Roruscump. Mr. Sikes, we expect to come to the Congress, as 
part of the general shipbuilding program, with a plan to convert 
about four Liberty ships in the following manner: We expect to 
lengthen them, to put new bows on them, and to put new propulsion 
equipment in. We will aim for a sustained speed of 15 knots, as 
compared with the present 10 knots, which is the speed of the Liberty 
ships. We hope to put into each of the ships which we convert a 
different type of ree and then hope to get from the Congress 
authority to run those ships by the Government, rather than to charter 
them out, so that we can get the figures ourselves directly from our 
own operations, 

There are some new types of propulsion equipment which have not 
generally been used in cargo vessels to date, and we would like to 
experiment with those. In addition to that, we will ask for enough 
money to equip each of those ships with modern up-to-date cargo- 
handling gear. In the main, the cargo-handling gear used through- 
out the world is pretty much the same as it was in the days of sailing 
ships, and we know that there have been advances made in the 
handling of merchandise cargoes in other lines that have not found 
their way into shipping. 

Mr. Stxes. You are convinced, then, that the modernization of the 
Liberty ships is a practical thing? 

Mr. Roruscuivp. No, sir, we are not convinced of anything. We 
are only convinced that we cannot go into another war and depend 
upon having three-quarters of our reserve fleet in ships which will 
run at 10 knots. 

Mr. Sixes. Are you stating that you still must determine whether 
modernization is a practical thing? 

Mr. Rornscuivp. That is correct, sir. 

Mr. Sixes. And you propose to do so by actually converting ships, 
and then test their performance ? 

Mr. Roruscutp. That is right. 


TIMING OF CONVERSION PROGRAM 


Mr. Sixes. When do you propose to bring that program to the 
Congress ? 

Mr. Roruscuip. This spring. 

Mr. Srxes. I am glad to hear it. Is there any money in this budget 
for such conversions? 

Mr. Rornuscuitp. No, sir. 

Mr. Stxes. Would such a program of modernization require legis- 
lative authority ? 

Mr. Roruscnitp. It would require legislative authority to permit 
us to operate those ships, once they had been converted. 
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Mr. Sikes. Would you require legislative authority for the con- 
version ¢ 

Mr. Roruscutp. No, sir. We require only the money. 

Mr. Sixes. I fail to ebaetind ok you are not moving more rap- 
idly on it. If all you need is money, and you know that you want to 
proceed with the modernization conversions for testing purposes, why 
aren’t you asking for more money now ¢ 

Mr. Roruscuitp. We only firmed up our plans within the last few 
days, Mr. Sikes. 

Mr. Srxes. Then I urge that you expedite the program in every way 
youcan. It is important to our national safety. 

Mr. Murray. I would like to say there, too, that we have been anx- 
ious to bring the whole ship-construction program in one piece, and 
the private operators have not yet sufliciently developed their plan 
so that we can give you a firm figure on that part of the program. 


COST OF CONVERSION 


Mr. Srxes. Do you have any estimate as to the amount of money it 
will cost to modernize each ship? 

Mr. Roruscuitp. A rough estimate, about a million and a half dol- 
lars per ship. 

Mr. Srxes. I presume it will not increase the cargo-carrying 
capacity ? 

Mr. Roruscutip. Not in tons per vessel, no sir, but it will increase 
the—— 

Mr. Sixes. I mean in tons per vessel. I realize the time per trip will 
be lessened. 

Now, I have been interested in this program for some time. Do you 
have an estimate of the time required to modernize a ship, once the 
program is undertaken ? 

Mr. Roruscuttp, Something under a year, sir. 

Mr. Stxrs. How would that compare with the cost of a ship. if you 
were building a new ship, and the time required to build that ship ? 

Mr. Rornscutip. It would be very much less in both respects, both 
in money and in time. 


PROFESSIONAL REPORT ON FEASABILITY OF CONVERSION 


Mr. Sixes. I wonder if you are familiar with the statement sub- 
mitted to the Senate Subcommittee on Maritime Subsidies in October 
of last year, by Mr. MacMillan, on this subject? I find it quite an inter- 
esting statement. Mr. Chairman, if you have no objection, I would 
like to have this statement placed in the record, because it is a complete 
study on this particular subject. 

Mr. Roruscuirp. Is that the so-called Sharp proposal, Mr. Sikes? 

Mr. Sixes. Yes. 

Mr. Roruscuimp. We are familiar with it. 

Mr. SrKes. If there are no objections, I think it would be well to 
have it in the record. 

Mr. Roruscnitp. Our plans have been developed in cooperation 
with the Sharp people, and they have now revised their ideas, after 
consultation weak to meet the program which we will propose to 
you at a later time. 

Mr. Sixes. Off the record. 
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(Discussion off the record.) 
Mr. Cievencer. I see no objection to having it go in the record. 
(The statement referred to is as follows:) 


STATEMENT SUBMITTED TO SPECIAL SENATE SUBCOMMIITER ON MARITIME SUBSIDIES 
ON THE FRASIBILIVY OF MODERNIZING LIBERTY SHIPS TO PERFORM AT A SUSTAINED 
SEA SpeED oF 18 Knots, ny C. MACMILLAN, PRESIDENT, GEORGE G. 
SuHaArp, Inc., OcroBEr 23, 1953 


Mr. Chairman, pursuent to your letter to Mr. George G. Sharp of September 
14, 1953, I am here today to present a statement on the technical aspects of the 
modernization of Liberty ships to perform at a sustained sea speed of 18 knots. 

My name is Douglas C. MacMillan, and I am president of George G. Sharp, 
Ine., a firm of naval architects, professional engineers, and ship designers, hav- 
ing offices in Jersey City, N. J., New York N. Y., and San Francisco, Calif. I am 
speaking on behalf of Mr. George G. Sharp and the other members of the firm. 

On May 8, 1953, we were asked to determine whether the sea speed of the 
Liberty ship could be increased to 18 knots so as to make it possible to modernize 
some portion of the reserve fleet to fit current defense needs. 

The Liberty ships were constructed in large quantity during the earlier years 
of World War II, duplicating a design that was in production in this country 
for the British. As early as 1943, it was recognized that the 11-knot speed of 
the Liberty was inadequate and the Maritime Commission shifted the emphasis 
of the shipbuilding program to Victory ships which have a service speed of 1514 
to 16% knots. Today 18 knots is considered the desirable minimum for a dry- 
eargo ship. Because of this progressive desire to increase the speed of cargo 
ships, many studies have been undertaken to determine if it was possible to 
increase the speed of the Liberty ships. So far as we can ascertain, none of 
these studies concluded that a sea speed of 18 knots was possible.’ 

We have studied this subject and have determined the feasibility of a Liberty- 
ship conversion to attain a sustained sea speed of 18 knots, as described below. 


SPEED AND POWER 


The form and lines of the Liberty ships were examined and it was determined 
that the midship and after body form was suitable for higher speed. The analy- 
sis also indicated that the modification to the vessel to attain a sea speed of 
18 knots could be confined to the forward one-third length of the ship. This 
modification would consist of fining the lines* in way of Nos. 1 and 2 holds, and 
installing a new bow which would increase the length of the ship by 34 feet. 

In order to confirm our professional opinion that such a modified ship would 
be capable of performing at 18 knots, a set of revised ship lines was prepared 
and a model was built and tested in the experimental towing tank at Stevens 
Institute of Technology in Hoboken, N. J. The results of these tests are shown 
in the appendix, figure 1. The model tests indicate that a ship speed of 18 knots, 
at an average load draft of 25 feet would require 5,500 effective horsepower, 
which is the equivalent of about 6,850 shaft horsepower for an 18-knot trial 
speed (allowing about 2 percent for appendages and assuming an estimated 
propulsive efficiency of 82 percent), or 8,500 normal shaft horsepower for a sea 
speed of 18 knots (making the usual addition for sea margin in accordance with 
the custom of the U. S. Maritime Administration). 

A comparison of the shaft horsepower for the Liberty ship before and after 
conversion is given in the appendix, figure 2. This indicates the very substantial 
increase in sea speed which results from the fining of the forward lines and 
the lengthening of the ship. 


1See discussion by Mr. James L. Bates (then director of the Teehnical Division of the 
Martime Commission) before the Society of Naval Architects and Marine Engineers, 
Transactions, vol. 53, 1945, p. 180; a copy is inciuded in the appendix for convenient 
reference. 

2A nontechnical definition of “fining of the lines” is to make the ends of the ship 
sharper. Naval architects use the term “block coefficient’ to define the fineness of a ship 
form. The block coefficient is the ratio of the volume of the underwater body of a given 
ship to the volume of a block having the same length, width, and height. In this case, 
the Liberty ship has a block coefficient of 0.76, which means that the underwater body of 
the ship occupies 76 percent of the space occupied by a rectangular block of the same 
dimensions. The block coefficient of the Liberty ship is about 15 percent greater than the 
block coefficient of the C-1, C-2, and C-3 type ships. The proposed fining of the bow 
and increase in length reduces the block coefficient from 0.76 to 0.69. The latter value is 
slightly greater than the optimum for a 450-foot ship operating at 18 knots: however, 
further reduction would adversely affect the cargo capacity of the converted ship. 
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It will also be noted that if the proposed new powerplant is put into the 
present Liberty ship, it will not be possible to attain a sea speed of more than 
about 15 knots, whereas with the modified hull, a sea speed of 18 knots will be 
attained. Moreover, the existing Liberty ship powerplant in the modified bull 
would produce an increase in speed of only about three-fourths knot.’ 


ALTERATIONS TO THE SHIP 


The modernization requires alterations to the hull and equipment as follows: 

(a) The alterations start at the bilge, at the after end of No. 2 hold, and the 
shell removals extend gradually forward and upward until the entire shell plating 
from flat of bottom to deck is removed in way of No. 1 hold. 

(b) The portion of the vessel immediately forward of the forepeak bulkhead 
is entirely removed. 

(c) The decks, deep tank top, tank top, as well as flat of outer bottom are 
retained and modified. Girder and pillar structures and hatches, ete. are 
retained as at present. 

(d) At the after end, the existing stern frame, rudder, steering gear and some 
shell plating and frames would be removed and replaced by a design suitable for 
the increased speed and power. 

(e) The hull removals comprise approximately 270 tons of steel, and the re- 
placements about 425 tons, exclusive of the improvements referred to hereafter. 

(f) Additional crew quarters would be provided and fitted out, since union 
agreements would probably require an increase in crew. 

(7) In order for the modernized Liberty ship to more nearly approach the 
C ships and Mariner in efficiency of cargo handling and stowage, additional im- 
provements would be necessary, including new ‘tween decks in holds Nos. 2, 3, 
and 4, and new cargo-handling gear including 6 booms and 4 king posts. 

(h) The modified areas are indicated on diagram, figure 3, in the appendix. 

It should be noted that the shell-plating, longitudinal girders, decks, etc., amid- 
ships are not changed, and that the increase in ship length has been compensated 
for by a reduction in the maximum draft in order that the strength of the longer 
ship will be at least equal to the present ships and will meet American Bureau 
of Shipping requirements. It should be noted that the Liberty ship was con- 
structed of emergency materials and that a high rate of structural failure was 
experienced during their early service life, but that the failure rate has been 
reduced to normal proportions as a result of improved details prescribed by the 
American Bureau of Shipping. 


ALTERATIONS TO THE MACHINERY 


In order to provide machinery capable of developing 8,500 normal shaft horse- 
power, it is necessary to replace the existing main propelling machinery, shafting, 
and propeller. The propulsion machinery may be geared steam turbine, geared 
diesel, or diesel electric. Geared steam turbine propulsion machinery would be 
lower in first cost and would permit utilization of some of the existing components 
to serve the cargo machinery and other ship facilities. Geared diesel or diesel 
electric-propulsion machinery capable of utilizing cheap bunker-type oil would 
cost more than geared turbines, but would produce offsetting operating economies. 


COST 


It is estimated that a number of Liberty ships could be modernized at an ap- 
proximate domestic cost of $2,200,000 each, which is probably about one-half the 
cost of a new ship to carry the same cargo at the same speed and with equivalent 
cargo-handling facilities. This cost is exclusive of the present value of the 
ship which is about $350,000 on the American market and about $600,000 to 
$700,000 on the European market. 


EXISTING AND MODERNIZED SHIP CHARACTERISTICS 


The following table sets forth the comparative characteristics of the existing 
Liberty ship and the ship after modernization. 


* This illustrates a technical fact, well understood in the profession, which may require 
further explanation. For a ship co length and fullness, there is a maximum speed 
which cannot be materially exceeded regardless of any increase that might be achieved 
(within practical limits) in the power of the ship’s propulsion machinery. 


Existing Modernized 
ship Liberty ship 


Length between perpendiculars, feet-inches 
Beam molded, feet 

Depth, to upper deck amidships, feet- inches 
Draft molded, feet-inches 

Displacement, tons 

Total dead weight, tons 

Cargo deadweight, tons (based on 10,000 mile trip) 
Cargo capacity, cubic feet 

Cargo stowage factor, cubic feet per ton 

Sea speed, knots 

Horsepower - 

Fuel consumption, barrels per mile 


1 Indicated horsepower. 
2 Shaft horsepower. 


This comparison indicates that the proposed conversion results in a decrease 
in deadweight, i. e., the weight of the cargo that can be carried. It should also 
be noted, however, that there is a slight increase in the volume of the cargo that 
can be carried. This apparent paradox arises out of the fact that the weight- 
carrying capacity has been affected by the increase in the ship’s own weight and 
the reduction in draft due to strength considerations, despite the fact that more 
space for cargo would be available. Inasmuch as the cargo stowage factor, i. e., 
volume to weight ratio, for American cargoes, and particularly for military 
cargoes, generally tends to be higher (70 or higher) than in the original Liberty 
design, the cargo capacity is not adversely affected for all practical purposes by 
the proposed conversion. 

The determination of the total deadweight as given above is based on the fol- 
lowing weight changes: 


New fore body 

New stern frame, rudder, rudder stock, shell and frames_____ 

Hull reinforcement by riveted straps as required by American Bureau of 
Shipping (if it has not already been fitted) 

Additional crew quarters 

New ‘tween decks in holds 2, 3, and 

Additional cargo handling gear (6 booms, 4 kingposts)__...-.___--_--____ 


Net increase in hull weight 
Net increase in machinery weight 
Original Liberty ship light weight 
Modernized Liberty ship light weight 
Modernized Liberty ship displacement at 26 feet, 6 inches draft 
Modernized Liberty ship deadweight at 26 feet, 6 inch draft 


COMPARISON OF MODERNIZED LIBERTY SHIP WITH C SHIPS AND MARINER 


It will be noted from the following table that the modernized Liberty ship 
compares favorably with the C type ships, but is slower and smaller than the 
Mariner class. 


Modern- 
ized Mariner 
y Liberty 


Sustained sea speed, knots f 
Fuel consumption, barrels per mile . 65 0. 60 ; . 9 ' 1.35 
Total deadweight, tons 13, 400 
Average cargo stowage factor, cubic feet 
per ton __ 64 2 63 | 70 
Approximate cargo capacity, cul cubic feet. 506,000 736, 000 
aximum cruising 1 14, 200 20, 600 


' Maximum cruising radius using existing tanks without change. 
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COMPARISON OF MODERNIZED LIBERTY SHIP WITH MODERN POSTWAR EUROPEAN AND 
JAPANESE CARGO LINERS 


It will further be noted from the following table that the modernized Liberty 
characteristics are similar to those of modern cargo liners being built by 
maritime nations. 


Average of typi- 


cal modern 
European or 
Japanese cargo 
liners 


Deadweight capacity, 9, 090-10, 000 
Cargo capacity, cubic 500, 000-540, 000 
Shaft horsepower ide 8, 000-10, 000 


SHALLOW DRAFT FAST CARGO TRANSPORT 


Representatives of the Defense Department have indicated their interest, due 
to implications of the atomic bomb, in cargo ships that can make use of secondary 
ports to avoid congestion in large harbors. They have indicated that such a 
ship should have a sustained speed of at least 18 knots, maximum draft of 27 
feet and be of the approximate size of the C2 or C3 ships. It is also our under- 
standing that they have indicated their interest in a cargo ship capable of 
carrying 5,000 deadweight tons of cargo, requiring 90 cubic feet per ton, at a 
speed of 18 to 20 knots, and a maximum draft of 22 feet. The latter require- 
ments may be compared with the characteristics of the modernized Liberty 
ship as follows: 


Design 
requirements 


for new ship 


Draft, feet-inches__. 

Cargo capacity, cubic feet__..............-- 

Cargo stowage factor, cubic feet per ton 

Cargo dead weight-tons_ _ 

Approximate cost 

Cost per ton of cargo_.............---- 


OTHER CONSIDERATIONS 


The modernized Liberty would not have the same useful life as a new ship. 
The average age of the 1,500 ships in the laid-up fleet is 10 years. However, the 
average service age, due to the fact that the ships have not been in use contin- 
uously and are laid up in fresh or brackish water, and because preservation 
methods have been used, is probably 7 years. It is also considered that a few 
hundred of the best ships in the laid-up fleet would have an average service age of 
about 5 years. Therefore, the useful life of the modernized Liberty would be 13 
to 15 years as compared with 20 years for a new ship. In any case, it is presum- 
ably economically sound to attach less signiiicance to the useful life of a vessel 
as a defense or military component than as a commercial peacetime carrier, 
and it is assumed that the principal interest in the proposed conversion of these 
vessels is in terms of the emergency military value. 

Aside from the saving in dollars as compared with the equivalent new ship, 
there is a saving in manpower of at least 250,000 man-hours per ship, a saving in 
steel of about 2,600 tons per ship: and also a saving in construction and delivery 
time of possibly 6 months to a year. 

This statement on the practicability of an 18-knot Liberty ship modernization 
has been actuated primarily by Defense Department testimony before this com- 
mittee, that a joint analysis by representatives of the Maritime Administration 
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and the Navy Department of the total civilian and military requirements for 
merchant type shipping upon the outbreak of war, indicates a deficiency in actual 
ships of 165 in dry cargo classification. We believe that the proposed moderniza- 
tion offers the best method of overcoming this deficiency with the least cost and 
by utilizing an existing resource. Therefore, it would seem advisable that 
congressional authorization and appropriation be provided to modernize a number 
of these ships. 

As a further consideration, it might be kept in mind that a modernization pro- 
gram undertaken at this time could also serve the useful purpose of keeping in 
operation facilities that would be desperately needed in an emergency, but for 
which there is no present peacetime demand. 


CONCLUSIONS 
It is our professional opinion that— 


(1) the Liberty ship can be modernized to perform at a sustained sea speed 
of 18 knots. 

(2) the modernization is feasible, practical and economical in terms of cost, 
materials, time and manpower, if undertaken as a preparedness measure, 

(3) the modernized Liberty ship, by fulfilling the “preparedness” deficiency in 
18-knot dry cargo ships at a large saving in cost, would free a larger portion of 
funds which may be made available for shipbuilding for construction of advance 
design prototypes, 


REASONS FOR RELATIVE DECLINE OF AMERICAN SHARE OF WORLD 
SUIPPING 


Mr. Stxes. Now, I wonder if you will tell me what reasons you 
attribute to the fact that we are continually finding ourselves carrying 
a smaller percentage of the world’s seagoing cargo. 

Mr. Roruscatip. [ think that dates back to the fact that just after 
the Second World War we had almost all the ships there were, and it 
just wasn’t possible for the other-——— 

Mr. Sixes. Allright. Now, the other fellow has ships and is giving 
us competition. Is he giving better service than we are giving, or is 
he carrying cargo for a less price? 

Mr. Roruscuivp. In the main, the prices are identical, regardless of 
the flag involved. 

Mr. Sixes. Why is he able to take trade away from us? Does he 
give better service / 

Mr. Roruscuitp. No, sir. His country has very often been of 
assistance to him. Shippers and receivers of cargo specify the way 
the cargo moves, and in some cases, just as we have insisted that 50 
vercent of our cargo shall travel in American bottoms, other nations 
eae done similarly. 

Mr. Murray. And I might even go so far as to say that companies 
of foreign nationals also specify. 

Mr. Stxes. Do the majority of other countries subsidize their ship- 
ping as we do? 

Mr. Roruscnip. As far as we can find out—and the figures are 
not always available to us—every maritime nation provides some as- 
sistance to the maritime industry, in one way or another. 


MARINE INSURANCE 


Mr. Murray. Our marine insurance people are very unhappy, for 
example. Much of the cargo that is carried overseas must be in- 
sured by an insurance company of the nation to which the goods are 
destined. That puts us right out of the insurance market here in this 
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country. And that is always the concern to the marine insurance 
group. 

Mr Sixes. Does that apply only to their own bottoms, or to goods 
in our bottoms as well? 

Mr. Murray. Goods in our bottoms, as well. They specify in the 
insurance, and that is their right. 

Mr. Sixes. Under what circumstances is it their right? 

Mr. Murray. Any industrial company in any other country can 
specify how they want their insurance written, and they do. 

Mr. Sixes. Off the record 

(Discussion off the record.) 

Mr. Sixes. Please ascertain and advise me, for the record, whether 
that requirement for insurance also applies to the goods that this 
Nation has sent abroad under the Marshall plan and other foreign 
aid programs. 

(The information requested is as follows :) 


MARINE INSURANCE ON MARSHAL. PLAN AND FOREIGN AID PROGRAM SHIPMENTS 


The Foreign Operations Administration and its predecessor agencies since the 
first year of operations have uniformally allowed reimbursement of dollar marine 
insurance premiums on cargo moving under its auspices without regard to the 
amount of the insurance premiums or identity (nationality) of the insurance 
company: their position being that the consignee places insurance in such a 
manner as he desires for his own protection or in a manner prescribed by the 
laws of his country. During the first years of operations, Paul A. Hoffman, Ad- 
ministrator of the Economic Cooperation Administration, took the position that 
his administration would not allow reimbursement of marine insurance premiums 
on ECA-financed cargoes. It is our understanding that this decision was subse- 
quently reversed, due primarily to the request of domestic marine insurance un- 
derwriters, that marine insurance premiums be made a reimbursable item of 
the ECA program, however, no request was made that any special preference be 
made to domestic insurance underwriters on the theory that marine insurance 
underwriting should be maintained on a competitive basis. 

Under the Marshall plan, ECA-financed coal, grain, and other commodities were 
furnished in the form of aid to foreign governments. It is our understanding 
that private buyers in foreign countries negotiated with their governments to 
purchase these commodities posting local currency with their government in pay- 
ment. The foreign governments notified the United States banks that such funds 
were on deposit and requested that shipment be made. The United States banks 
procured the commodities with United States dollars for which they were sub- 
sequently reimbursed by ECA. 


RELATIVE LEVEL OF SEAMEN SALARTES 


Mr. Sixes. Are the salaries that are being paid by American ship- 
ping companies to seamen comparable with salaries of people who 
are employed in occupations on land. 

Mr. Roruscntivp. Generally, yes, sir. 

Mr. Srxrs. Are they higher? 

Mr. Roruscuiip. They are among the higher groups. 

Mr. Srxes. Do you feel there is a possibility that ship operators 
are yielding to demands for high salaries primarily because the 
United States is going to foot a substantial part of the bill? 

Mr. Rornuscnivp. IT would have difficulty in thinking that that was 
a correct. statement, Mr. Sikes, because the United States does not at 
any time pick up the whole bill. It picks up only a A nga: of it, 
sometimes now in the neighborhood of 75 percent. But nevertheless, 
the companies would be compelled to pay out of their own resources 
the difference. 
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So it would appear to me, in the interests of ordinary good manage- 
ment, that they would resist as much as they were able to, 


REDUCTION OF HAZARDOUS DUTY PAY 


Mr. Srxes. Are there steps in progress to eliminate hazardous-duty 

ay? I have noted for a number of years we were continuing to pay 
hedetGoted Batty pay for ships going into areas which were known 
to have been mined during the war. That has continued, even though 
there hasn’t been a fatal or serious accident for a number of years. 
Is there plan now to eliminate this practice. 

Mr. Roruscuiip. You will be glad to know, I am sure, that we have 
pursued that very diligently pred we have gotten the Navy to declare 
many areas which were formerly dangerous now normal areas. 


DECLINE IN UNITED STATES’ SHARE OF WORLD SHIPPING 


Mr. Srxes. Did I understand you to say the American Fleet is get- 
ting smaller and smaller / 

Mr. Roruscuivp. | think I said our percentage of the total carry- 
ings is going down. 

Mr. Sixes. Not in the fleet itself? 

Mr. Roruscuitp. There have been some layups. ‘There are a num- 
ber of tankers now laid up, and there are some dry-cargo vessels, as 
well. 

Mr. Sixes. Why!’ Because they can’t compete in world trade? 

Mr. Roruscuivp. Because there isn’t enough cargo to keep them all 
employed. 

Mr. Srkes. Is that due to the drops in American exports? 

Mr. Rornscuirp. Partially; yes, sir. 


ST. PETERSBURG TRAINING STATION 


Mr. Sikes. Now, what is oo for the St. Petersburg Training 


Station? I notice some re 
planned for that station ? 

Mr. Rornuscutip. The city of St. Petersburg has indicated an in- 
terest in using that facility—— 

Mr. Sixes. All or part of it? 

Mr. Roruscuiip. They expect to use all of it. 

Mr. Sixes. You are going to relinquish all of the station, at the 
request of the city of St. Petersburg ? 

Mr. Roruscurip. There has been no activity there for some time, 
except custodial activity. 

Mr. Sikes. You are going to relinquish all custodial activity ? 

Mr. Roruscuixp. Yes, sir. And they will, by contractual arrange- 
ment—— 

Mr. Sixes. It is their request that you turn it over to the city / 

Mr. Roruscuivp. That is correct. 

Mr. Srxes. That is all. 


erence here to it. What specifically is 


j 
‘ 


380 


KINGS POINT ACADEMY 


Mr. Rooney. Mr. Administrator, last Tuesday the Secretary ad- 
vised us that with regard to the Merchant Marine Academy at Kings 
Point, the amount submitted to the Bureau of the Budget, $1.4 million, 
was being increased so that the committee is now being asked by the 
Bureau of the Budget to appropriate the amount of $1.9 million. And 
1 commended him in his change in thinking with regard to this 
important item. 

vow, I wonder if you would tell us what is the thinking of the 
prestige Administration at the present moment with regard to Kings 
oint. 

Mr. Roruscuity. We have conducted something of an investigation, 
and have gotten together quite a number of figures, but we are not 
satisfied that we have enough information to have arrived at a point 
where we can definitely make up our minds which way we should go. 

We are requesting, and have requested, additional information from 
both the Navy and the Coast Guard, and when we have that informa- 
tion in hand we shall then be in a position to make what we consider 
to be a competent decision. 

Mr. Rooney. How many months would you say this might take! 

Mr. Rortiscuitp, Not too many, sir. 


SCRAPPING OF “CORNHUSKER MARINER” 


Mr. Cievencer. I might express a little curiosity as to what your 
thinking is on the case of the Cornhusker Mariner that was piled up 
on the rocks at Pusan. Is she so badly damaged that it wouldn’t be 


advisable to repair her? Have you come to any resolution there? 

Mr. Roruscuiup. Yes, sir. It has been our determination to scrap 
her, the reason being that the ship broke in half, and we were able 
to recover the stern, less a ea deal of her machinery, which fell into 


a hundred feet of water. Her boilers and pumps are all in a hundred 
feet of water outside Pusan Harbor, and we have the feeling, according 
to our best estimates, that if we were to bring her back to the United 
States, bring back what is left of her, and repair her, we would be 
first faced with the hazard of trying to transport what is left of her 
across the Pacific, and then the cost of repairing her would so closely 
— the cost of building a new vessel, it would make it economi- 
cally unsound. 

We have the further alternative of rebuilding her in Japan. We 
think that would be an unfortunate sort of thing, both on the basis 
of security, and also on the basis of taking that much work away 
from American yards. 

In any event, were she to be rebuilt either in this country or in 
Japan, she would always be a less than 100 percent ship, and we 
anticipate that we would never be able to sell her to any operating 
company at anywhere near the price of a vessel which had not been so 
utterly damaged. 

Mr. Covuprert. I would like to ask one question : Has the record here- 
tofore indicated what proportion of the $85 million, that is being re- 
quested for operation subsidies, represents past due accruals ? 

Mr. Roruscuip. It has, sir, but I would be glad to give it again. 

Mr. Coupert. Never mind. I just wanted to be sure it was in there. 


; 
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AUDITS OF SUBSIDY CONTRACTS 


One further question that probably appeared in last year’s record, 
and perhaps in this year’s record, but I have forgotten the answer: 
Who finally checks on the payments due under these subsidy con- 
tracts? Does the General Accounting Office get into that ¢ 

Mr. Roruscuitp. We receive estimates from the operators, and those 
estimates are carefully checked by our own auditors. And after the 
audit of the lines has been made, we make a second payment, based 
upon an estimate of our recapture possibilities, and then at the termi- 
nation of a contract, generally a 10-year contract, the entire thing is 
audited both by our auditors and by the General Accounting Oflice. 

Throughout our operations we work very closely with the General 
Accounting Office, and they have made some suggestions as to proced- 
ural changes from time to time, all of which we have been very happy 
to adopt. 

Mr. Couper. I gather, however, that until the end of the 10-year 
period, the General Accounting Office doesn’t generally check the re- 
sults that your auditors and the shipping company auditors agree 
upon as the amount due, 

Mr. Roruscutitp. They do check them as we go along, sir, and we 
are just now in the process of having a team from the General Ac- 
counting Office, plus a team from our own office, plus representatives of 
the shipping lines, making a study to determine whether or not it 
isn’t possible to devise a method whereby all of the figures will not 
have to be gone over three times, because that slows up the operation 
to a very marked degree. 

Mr. Couperr. I can appreciate that. At the same time, it seems to 
me that the sum involved here is becoming more and more substantial, 
and that therefore it might be important, as part of the regular pro- 
cedure, to have some agency, other than maritime or the steamship 
company itself, check wp on the amounts payable under these subsidy 
contracts, because obviously all sorts of elements enter in and questions 
must constantly arise as to whether this, that, or the next item is prop- 
erly chargeable. 

Mr. Roruscuitp. Those questions do constantly arise, and the Gen- 
eral Accounting Office checks are very thorough and very good. 

Mr. Couperr. Thank you. 

Mr. Cievencer. We will adjourn, and resume at 2 o’clock. 


OperATING- DIFFERENTIAL SUBSIDIES 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


oF . $20, 000,000 | $55, 000, 000 $85, 000, 000 
Prior year balance available.................-......-..--.-... 43, 795, 157 2, 065, 554 


Total available for obiigation........----- 63, 795,157 | 57,065,554 | 85,000, 000 
Balance available in subsequent year. ._- —2, 065, 554 


Obligations incurred 61,729,603 | 57,065,554 | 85,000, 000 


\ 
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Obligations by activities 


Operating-differential subsidies : 
53 $61, 729, 608 
57, 065, 554 


Obligations by objects 
11 Grants, subsidies, and contributions: 
1953 


$61, 729, 603 
57, 065, 554 
85, 000, 000 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of year. 

Obligations incurred during the year__. 

Deduct unliquidated obligations, end of year 
Total expenditures 


Expenditures are distributed as follows: 
Out of current authorizations... 


61, 729, 603 
017, 


711, 


$7, 017, 944 
57, 065, 54 
64, 083, 498 
7, O17, 944 


57, 065, 554 


$7, 017, 944 
_ 8, 000, 000 


017, 
7, O17, O44 


85, 000, 000 


85, 000, 000 


if 55, 000, 000 
Out of prior authorizations... 5A, 711, 659 { 2, 065, 554 


Mr. Cievencer. We will take up the estimate for “Operating- dif. 
ferential subsidies.” The request is for $85 million. 

We will insert in the record at this point pages 916, 917, 918, and 
919 of the justifications. 

(The information is as follows :) 


Voyage requirements—fiscal years 1953, 1954, and 1955 


Esti- 
mated 
voyages, 
fiscal 
year 1954, 
based on 
voyage 
limita- 
tion 
(Public 
Law 195) 


Actual 
voyages, 
fiscal 
year 1953, 
based on 
voyage 
limita- 
tion 
(Public 
Law 455) 


Sailings as now 
provided in the 
operating sub- 
sidy contracts, 
or pending appli- 
cations on a cal- 
endar-year basis 


Esti- 
mated 
voyages, 
fiscal 
year 1955 


A. Subsidized operators and subsidized services as 
of July 1, 1952: 
American Export Lines, Ine 
American Mail Line, Ltd 
American President Lines, Ltd 
Farrell Lines, Ine 
Grace Line, Inc 
Bros. Steamshi 
Mississippi Shipping 
Moore-McCormack Lines, Inc 
New York & Cuba Mail Steamship Co 
The Oceanic Steamship Co_____-- 
Pacific Argentine Brazil Line, 
Seas $ Shipping Co., Ine 
United States Lines Co. (8S. America) 
United States Lines Co. (SS. United States) __ 
United States Lines Co. (cargo) 


B. Subsidized operators and subsidized services | 
subseqvient to July 1, 1952 
Pacific Far East Line, Inc 
Pacific Transport Lines, Inc 


Subtotal 


60 | 
1,373 


Analysis of expenditures 
1953 actual Z 
4 
| 
| Mini- Mazi- | | 
| mum mum 
134 160 155 156 156 
| 36 42 36 | 39 39 
64 68 67 | 68 68 
44 62 56 58 
213 250 1 198 1 240 240 
228 339 269 272 267 
57 70 62 64 | 62 
| 2150 2 188 164 | 150 | 146 
108 103 104 104 
10 13 10 | 13 1 
Ml 13 14 | 13 12 
6 36 30 32 34 
14 19 16 | 16 16 
21 25 | % | 22 | 24 
209 246 | 235 | 240 | 239 
1,313] 1,687] 1,438 | 91,485] 1,476 
36 | 40 | 18 | 40 | o 8 | 
24 | 26 | 13 | 26 26 
66 31 66 66 
1,703 1,460; 1,551) 1, 542 


Voyage requirements—fiscal years 1953, 1954, and 1955—Continued 


| Esti- 
| mated 
| Voyages, 
= | fiseal Esti- 
‘based on | year 1954,| mated 
voyage | based on | voyages, 
| voyage fiscal 


limita- | ly 
tion limita- | year 1055 


| 

Actual 

Sailings as now 
provided in the | 
operating sub- 
sidy contracts, | 
or pending appli- 
cations on a cal- 


endar-year basis ahi. tion 
(Public | (pubtic 
| Law 195) 


Law 455) } 


C. Pending applications for new operators, those not i Mazi- 
holding contracts as of Juiy 1, 1952: mum 

Bloomfield Steamship Co,, 21 

South Atlantic Steamship Line, Inc 


D. Pending applications of presently subsidized 
operators as of July 1, 1952: 7 

American Export Lines, 
American President Lines, 
Grace Line, Ine 
Gulf & South American Steamship Co 
Lykes Bros. Steamship Co., Inc... .__- 
United States Lines Co. 


Subtotal | 13 10 13 


568 | 1, 600 


1 Actual voyages for Grace Line, Inc., in 1953 on trade route No. 4 (Caribbean service) represents only 
three-fourths of a fiseal year as subsidized operations did not begin until Oct. 1, 1952. The increase in voy- 
ages for fiscal year 1954 is due to a full year’s operation of this service. 

2 Moore-McCormack has applications pending for the reduction of its sailing requirements for both its 
passenger and cargo services to South America, which, if approved, may reduce the actual sailings for the 
iiscal year 1954 to the present overall contractual minimum and below its present overall contractual mini- 
mum for 1955. Hence, the totals for this company for the fiscal years 1954 and 1955 are substantially below 
our original estimate. 

5 Will not exceed 13 voyages on a calendar-year basis. 

4 Application approved subsequent to July 1, 1952, for voyages starting on and after Jan. 1, 1953. 

5 Application approved and contract will be executed to cover voyages commencing on and after Jan. 1, 


1954. 

‘It is estimated that Bloomfield will make 11 voyages in fiscal year 1954 and 21 voyages in 1955. If the 
Board should award a contract to South Atlantic in fiscal 1954 it is estimated that the award could not be 
in time for the company to make in excess of 6 voyages. As to fiscal 1955, it is estimated that South Atlantie 
would make 24 sailings in the event it obtains a contract on or before July 1, 1954. 

7 American Expert Lines, Ine., trade routes 10 and 18: A hearing under sec. 605 (c) was recommended in 
connection with the modified application which affects trade routes 10 and 18 rather than trade route 10 
only, but operator recently has further modified its application in an effort to avoid a public hearing. 

American President Lines, Ltd , trade route 17: Hearings on this application have been concluded but 
examiner’s report in connection therewith has not been submitted. 

Grace Line, Inc., trade route 25: Operator recently has further modified its application and matter is now 
before General Counsel! for a determination as to whether a public hearing will be necessary. 

Gulf & South American Steamship Co., Inc., trade route 22 (owned jointly by Grade Line and Lykes Bros.): 
The Board approved this application in principle in August 1953, execution of an operating subsidy contract 
to be made, provided, Federal Maritime Board determines voyages available for subsidy for fiseal year 1954 
and for each subsequent year. Operator requested further review toward the elimination of voyage alloca- 
tion by FMB for each fiscal year subsequent to fiscal year 1954. Final decision had not been reached by 
FMB as of Nov. 30, 1953. 

Lykes Bros. Steamship Co., Inc., trade route 22: This case is awaiting further hearing examiner’s findings. 

United States Lines Co. trade route 8: Board has made its findings under sec. 605 (c) of the 1936 act and 
recommendation cannot be made to the Board until a report is made by the comptroller on applicant's 
financial standing; also the voyage limitation may preclude final consideration of this application during 
fiscal year 1054. 

§ Will not increase operators’ present minimum or maximum for all services, therefore, amount shown is 
not included in total of 130 sailings in group D. 

* Of the 1,600 voyages already authorized in the Appropriation Act for 1954, it now appears that there 
might be 15 voyages in excess of the requirements of operators that were holding contracts prior to July 1, 
1952, which may become available for use with respect to the pending applications for additional voyages 
by said operators. Of the 100 voyages included in the total of 1,600 specifically allocated to new operators, 
it now appears that said voyages will exceed by 17 voyages the number necessary to consider all pending 
applications from new operators now on hand. 

1° Based on allotment of 1,600 voyages, and after taking into consideration the 1 application (South At- 
lantic Steamship Co.) from new operators now on hand, there would be only 13 voyages for use in the 
applications from old operators now on hand. 
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Mr. Cuevencer. Mr. Coudert, you may ask any questions you like 
about the subsidies. I covered the general subject this morning. 

Mr. Couverr. I have the impression, Mr. Chairman, that you 
pretty well covered the field this morning. 

This page 919 indicates that the annual subsidy payment is con- 
stantly increasing. In the calendar year 1953 it was $65 million. In 
1954 it was $65 million. For the first 6 months of 1955 it is estimated 
to be $34 million; an annual rate of $68 million. 


PAST-DUE SUBSIDY OBLIGATIONS 


Was there an earlier statement, Mr. Chairman, as to the total amount 
of past-due subsidy obligations ? 

Mr. Cuevencer. Of what falls into what I tried to designate as 
“dead horse” ¢ 

Mr. Couprerr. Yes. 

Mr. Cievencer. Yes. I think the information coming into the 
record will cover that. 

Mr. Roruscuitp. | have those figures, sir. 

As of June 30, 1953, we still owed $78,931,000 for the calendar 
years 1947 through 1952. Of this amount we estimate that we will 
make payments in fiscal 1954 of $32 million. This will leave $46.9 
million of prior year payments to be made in fiscal 1955 and later 
years. Of this an estimated $3314 million will be paid in 1955. The 
remaining $1314 million represents a holdback on American Export 
Lines and the final 10 percent payments for all lines for calendar years 
1951 and 1952. 

That, of course, presumes that our supplemental request will be 
granted. 


EXPLANATION OF DELAY IN MAKING SUBSIDY PAYMENTS 


Mr. Couperr. I think it would be helpful at this point in the record 
if you would either now or subsequently prepare and put in the 
record the explanation of the delay in the payment of these obliga- 
tions under the contracts for that period. 

Mr. Roruscuiip. All right, sir. We will prepare such a statement. 

(The information is as follows :) 


The sizable backlog of operating subsidy payments which we are now liquidat- 
ing is attributable primarily to the inability of the former Maritime Commission 
to determine operating subsidy rates at which these payments would be made 
against the various subsidizable items of operating expense. This situation 
existed throughout the calendar years 1947 through 1950 and resulted in extensive 
hearings by various congressional committees and severe criticism by the Comp- 
troller General. 

In the reports of the Comptroller General, it was brought out that the Com- 
mission had not developed an effective procedure for calculating the rates in 
the first place, and the calculations that had been made were subject to question 
and in many cases were found to be erroneous. As a result of this criticism the 
Maritime Commission was directed to recalculate all its rates from 1947 on. 

The task of attacking this problem fell to the Federal Maritime Board and 
Maritime Administration, which were established under Reorganization Plan 
No. 21 of 1950, effective May 24, 1950. These new organizations were successful, 
after considerable effort, in establishing an acceptable procedure for the re- 
calculation of these rates. Measures were initiated to recalculate some of these 
rates for certain items which served as a basis for making partial payments for 
calendar years 1947, 1948, 1949, and part of 1950. : 

When the new Administration took office in 1953 an alarming backlog of unpaid 
bills existed and aggressive action was initiated to speed up the calculation 
of the remaining rates. By putting the highest priority on concluding this back- 
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log of rate calculations for prior years, this entire problem has been given im- 
petus, with the result that we will have this problem substantially in hand by the 
end of calendar year 1954, 

Action by the Federal Maritime Board during calendar year 1953 in approving 
subsidy rates took a decided upswing and it is expected that there will be a con- 
tinuation of this trend. These approvals are fundamental to the ability of the 
Maritime Administration to make subsidy payments. This positive approach to 
cleaning up the backlog has resulted in the operators being paid much of the 
amounts due them under their contracts and in the largest disbursal of funds 
ever. 


Mr. Coupert. In last year’s testimony was there any statement of 
subsidies payable by operator, number of voyages, amounts, et cetera / 

Mr. Roruscuitp. I was not here last year. Perhaps Mr. Murray 
can answer that. 

Mr. Murray. I do not think so. 

I am told, Mr. Chairman, that we had a comparable exhibit to that 
which is on page 919. 

Mr. Couperr. That does not indicate it by operator. 

Mr. Murray. And also that which is on page 916, for the number 
of voyages. ‘That was in the record a year ago. 


RELATIONSHIP BETWEEN PROFITS OF SUBSIDIZED LINES AND SUBSIDY 
PAYMENTS 


Mr. Coupert. I think you might put in the record, Mr. Murray, 
that figure we talked about before the hearing opened this afternoon; 
indicating the relation between the total net of all the subsidized lines 
and the total subsidy, so that we can see the relationship between the 
subsidy paid and the net of the lines. I do not mean by line, but in 
a global figure. 

Mr. Murray. We will do that. 

(The information is as follows :) 


As an indication of the relationship between subsidy payable and net profit 
of subsidized operations of all lines, the following information is submitted for 
calendar year 1952: " 

Of the 14 subsidy contracts in effect, the operations under 8 contracts showed 
a total net loss before tax and before subsidy of approximately $14 million. The 
remaining 6 showed total profits of $30,700,000. The net of all operators before 
tax and before subsidy was approximately $16,700,000. 

The total subsidy payable to all operators for calendar year 1952 was computed 
as $61,123,000 after giving effect to an estimated recapture of $21,360,000. 

The above data for calendar year 1952 reflects conditions during the high 
point of the Korean situation. The data for calendar year 1950 shown below 
more nearly represent the relationship between profits and subsidy payable under 
subsidized operations at the present time. 

Of the 14 subsidy contracts in effect, the operations under 11 contracts in 
calendar year 1950 showed a total net loss before tax and before subsidy of 
approximately $17 million. The operations under the remaining 3 contracts 
showed total profits of approximately $10 million. The net of all operators before 
tax and before subsidy was a loss of approximately $7 million. 

The total subsidy payable to all operators for calendar year 1950 was computed 
as $48,294,000 after giving effect to an estimated recapture of $9,458,000. 


SUPPLEMENTAL REQUEST 


Mr. Murray. I think, Mr. Coudert, that it is also important that 
the figure Mr. Rothschild gave you understood. at assumes 
that the supplemental nee of $29.5 million will be granted. If that 
is not granted then that 


gure needs to increase by $29.5 million. 
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Mr. Coupert. Incidentally, I assume that the supplemental of $29.5 
million you expect will represent a figure of overdue and unpaid 
accruals and will represent an obligation under the contracts? 

Mr. Murray. That is correct. Of the $85 million we are asking for 
this year $33 million will be to pay those bills that we ran up be- 
tween 1947 and 1952. In other words, about 40 percent of the amount 
we are asking for this year will be to pay bills incurred between 1947 
and 1952. 

(Discussion off the record.) 

Mr. Coon. I have no questions. 

Mr. Crevencer. Mr. Rooney 

Mr. Rooney. No questions. 

Mr. Preston. I have no questions. 


ESTIMATION OF 1955 SUBSIDY PAYMENTS 


Mr. Cievencer. Without objection, the document entitled “Caleula- 
tion of Operating Differential Subsidy Budget Estimate” will be in- 
serted in the record. 

(The information is as follows:) 


CALCULATION OF OPERATING DIFFERENTIAL SuBsipy Buperr EstiMate, Fiscan YEAR 
1955 


BACKGROUND AND PURPOSE 


The Appropriations Subcommittee of the House in Report No. 341, 83d Con- 
gress, 1st session, in reporting upon the funds recommended for appropiration 
for operating-differential subsidies in fiscal year 1954, indicated that they ex- 
pected the Department to carefully reexamine operating-subsidy activities in 
order to determine more exactly its needs for fiscal year 1954. In accordance 
with this request, a complete reeXamination was made of requirements for fiscal 
year 1954 and from this study the request for 1955 was further projected. 

The purpose of this report is to outline more specifically than could be covered 
in the budget justification the actual steps taken in the development of the esti- 
mate for 1955, together with an explanation of some of the factors affecting the 
estimate. 


OVERALL BACKGROUND OF THE OPERATING SUBSIDY PROGRAM 


Under authority of title VI of the Merchant Marine Act, 1936, as amended, 
operating-differential subsidies may be paid to United States citizens operating 
vessels in the foreign commerce of the United States on essential routes, services 
and/or lines. The operating-differential subsidy is intended (a) to meet the 
disparity in operating costs of the United States flag operator and foreign-flag 
competitors operating over the same essential trade routes; (b) to provide a 
schedule of voyages sufficient to carry a substantial portion of the cargo and 
passengers moving over essential foreign services that otherwise would not 
move in United States flag vessels; and (c) to provide for the replacement of 
obsolete vessels suitable to conversion as naval auxiliaries or otherwise useful 
to the United States in time of emergency. Such replacements are intended to 
be assured by the requirement of the operating-differential subsidy contracts that 
the amounts of annual depreciation of subsidized vessels be deposited to capital 
reserve funds. 

The items of operating cost eligible for subsidy are the wages and subsistence 
of officers and crews ; voyage stores, supplies and expendable equipment; mainte- 
nance (upkeep) and repairs (not compensated by insurance) ; insurance: and 
any other items of expense in which the Federal Maritime Board finds and 
determines that the operator is at a substantial disadvantage in competition 
with foreign operators. 

The differentials in costs (weighted by the degree of competition offered by the 
respective foreign competitors) are expressed in the form of percentages indi- 
cating the excess of the United States costs over the foreign costs, and such per- 


388 


centages are known as operating-differential subsidy rates. Subsidy rates for 
expenses, mentioned above, are computed for the three major types of ships, 
i. e., cargo; combination passenger/cargo and passenger. Separate rates are 
computed for each major type of vessel operated in each service on each trade 
route. The payment of subsidy is based upon the application of these rates 
to the eligible expenditures of the operator. The rates are subject to annual 
review and redetermination. 


DEVELOPMENT OF THE ESTIMATE 


In developing the estimate of subsidy payable it was necessary to arrive at 
certain assumptions in the following general areas: (@) number of voyages, 
(b) number of voyage days, (c) domestic costs, (@) subsidy rates, and (e) 
amount of estimated recapture. The actual data utilized which served as a basis 
for these assumptions are herein outlined: 

(a) Voyage requirements.—The estimate considered voyage requirements on 
a calendar year basis in view of the fact that operating differential subsidy 
contracts ure executed and administered and the records of the operator are 
maintained on this basis. For the calendar years 1947-52 the actual approved 
voyages were used. For the years 1953, 1954 and first 6 months of 1955, the 
estimated voyage requirements were based upon 1952 experience, offset by known 
possible changes. 

For the purpose of identifying voyages on a fiscal year basis consistent with 
voyage limitations incorporated in appropriation acts during the past several 
years, a schedule is included in the budget justification indicating voyages used 
and estimated to be required on a fiscal-year basis. 

It should, however, be recognized that the subsidized voyages for a fiscal year 
ending June 30 do not necessarily agree with the voyages for a calendar year 
ending December 31 for the following reasons: 

(1) The effective date for starting subsidized service by an operator. A 
contract awarded for voyages starting on or after January 1, 1954, for 24 
voyages per annum would reflect 12 voyages in fiscal year 1954, but 24 
voyages in calendar year 1954. 

(2) A work stoppage or strike might affect voyages in one fiscal year but 
appear in a different calendar year, i. e., the change might show in fiscal 
year 1954 but in calendar 1953. 

(3) The upward or downward trend in cargo movements might also reflect 
a different number of voyages in a fiscal year as compared to a calendar year 
such as seasonal trends which are not consistent from year to year or 
voyages due to temporary emergency conditions. 

(b) Number of voyage days.—The actual number of voyage days utilized by 
each operator for each type of vessel and each service for calendar years 1947-52 
were used in the estimate. In projecting requirements for subsequent calendar 
years this 1952 average number of voyage days for each type of ship and service 
of each operator was used. 

(c) Domestic costs —The actual domestic cost for each item of subsidizable 
expense for each type of ship and each service for each operator for calendar 
years 1947-52 was used. The average voyage-day cost for each type of ship 
and each service for each operator for calendar year 1952 was determined by 
dividing the domestic cost for each item of subsidizable expense by the number 
of voyage days for 1952, with the result representing the average voyage-day 
costs for each ship and each service. This average was used for projecting 1953, 
1954, and 6 months of calendar year 1955, on the basis of the number of voyage 
days estimated for each of these respective periods. 

(d) Subsidy rates.—The subsidy rates used in calculating the estimate were— 

(1) All rates approved by the Federal Maritime Board for each subsidiz- 
able item of expense for each operator by service and type of ship for each 
calendar year. 

(2) Where recommendations were pending approval by the Federal Mari- 
time Board as of June 30, 1953, subsidy rates as computed by the staff and 
recommended to the Board were utilized. 

(3) The subsidy rates for each item for the latest calendar year was used 
for each subsequent year. 

(4) When no subsidy rate for a particular item had been computed (for 
example, insurance rates) an estimated rate was designated by the Division 
of Operating Costs and Contracts and this rate was used for each calendar 
year. 
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(c) Amount of estimated recapture —The amount of estimated recapture was 
computed on a cumulative basis for each recapture period for each operator. 
The percentage of recapture on this cumulative basis in the recapture period as 
of December 31, 1952, was utilized in projecting the amount of recapture for 
those calendar years subsequent to 1952. 

Capital necessarily employed in subsidized operation was developed from 
actual vouchers submitted by the operators for subsidy payments and/or as 
adjusted by the Division of Audits. 

Federal income tax data supplied by field audit staff and/or as adjusted by the 
Washington audit staff based on vouchers received from each operator was used 
in the budget estimate. The Bureau of Internal Revenue has not reviewed these 
amounts pending determination of final subsidy rates, and all are subject to ad- 
justment at the time of final audit. 


CALCULATION OF THE ESTIMATE 


(a) Subsidy accrual.-Utilizing the above data, the following formula was 
used to estimate the amount of subsidy accrual for each operator for each calen- 
dar year 1947 through 1992: 

(1) Domestic cost: 


1. By trade route and service! for each subsidizable item of expense 
2. By type vessel ) for each calendar year. 


was multiplied by the subsidy rate: for each subsidizable item of expense for 
each calendar year by trade route and service and by type of vessel, which 
equals subsidy accrual for each calendar year 1947 through 1952. 

This estimated subsidy accrual represents the contingent liability of the Gov- 
ernment, 

(b) Subsidy payable.— 

(1) To the estimated subsidy acerual was added profit before subsidy or 
in eases of loss before subsidy the amount of loss was subtracted from the 
amount of subsidy accrual. 

(2) From which was subtracted Federal income taxes. 

(3) From the net result of which was deducted, 10 percent of capital nec- 
essary employed in subsidized operation provided the amount remaining after 
Federal income taxes was greater than the 10 percent of capital necessarily 
employed in the business. 

(4) This remaining amount was divided by 2 to obtain an amount repre- 
senting 50 percent which amount was considered to be recapture, 

(5) The amount of recapture was deducted from the subsidy accrual and 
the net result represented the subsidy payable. 

This amount is considered to be the direct liability of the Government to 
the subsidized operator under terms of the operating-differential subsidy con- 
tract. 


METHOD OF CALCULATING SUBSIDY EXPENDITURE REQUIREMENTS FOR FISCAL YEAR 1955 


The amount of funds required for the budget estimate were computed on a 
cumulative basis for each operator. Adjustments were then made based on 
actual amounts paid through June 30, 1953, to reflect the net amount due each 
operator and as applicable to each calendar year of operation. Based on the 
cumulative recapture position as of December 31, 1952, the amounts reflected in 
the summary of subsidy payable (p. 919) for each calendar year represents the 
Government’s enrrent liability to the subsidized operators. It is assumed: 

(1) That all remaining amounts due for calendar years 1947 through 1950 
would be paid by the end of fiscal year 1955 (with the exception of the $3 
million held back from American Export Lines, Ine., pending final deter- 
mination of the cost of improvements and betterments to the 4 combination 
ships) : 

(2) That up to 90 percent of subsidy payable (or 75 percent of accrual) 
for calendar years 1951 through 1953 will be paid by the end of fiseal year 
1955; and 

(3) The balance of the total estimate of $85 million or $45,950,000 will be 
applied against 1954 operations. 

Vouchers received for payment of subsidized operations in calendar year 
1°53 indicate that profits for each operator are declining, as compared to 
1952 operations. Therefore, the amount of recapture will be reduced result- 
ing in greater amounts of subsidy payable becoming due for each operator. 
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Indications are that the amount of cash required to cover subsidy vouchers 
may be greater in fiscal year 1955 than requested in the budget due to this 
apparent reduction in the amount of recapture. (Final reports and vouchers 
for the fourth quarter calendar year 1953 subsidized operations have not been 
received to date, thus, an accurate analysis of the 1953 calendar year profits 
by operator cannot be made at this time.) 

It is necessary in reviewing data herein presented to bear in mind that eco- 
nomic factors not foreseeable at the time the estimate was prepared may have a 
significant effect on actual fund requirements and on estimates of future year 
requirements. Some explanation also appears in order as to the reasons why 
there has been a progressive increase in requirements for subsidy accrual to each 
operator since resumption of operating subsidy in 1947. These increases can be 
accounted for generally by reason of the following factors: 

(1) Variations in the items of subsidizable expense applied for by opera- 
tors for the various year; 

(2) Increase in the number of subsidized operators and number of sub- 
subsidized voyages ; 

(3) Introduction of combination ships and new passenger ships into the 
subsidized services ; 

(4) Increase in domestic cost of subsidizable items of expense ; 

(5) Devaluation of foreign currencies, resulting in lower foreign costs 
used for comparison with domestic costs in establishing the subsidy rate. 

In considering each of these, the following brief comments are supplied: 


1. Variations in the items of subsidizable expense 


The following items of subsidizable expense were applied for by each operator 
as shown for each calendar year upon the resumption of subsidy operations fol- 
lowing World War II: 


Operators 

1947 Subsidy items applied for 
American Export None. 
New York & Cuba Mail SS. Co___------_ Do. 
United States Do. 
Do. 
Bros. BS. Do. 
Mississippi Shipping Co Do. 
Moore-McCormack Lines Do. 
Seas Shipping Co___ Do. 
American President Lines Wages, subsistence, and shore gang. 
Grace Line____-__- Wages, subsistence and shore labor. 
Oceanic Steamship Co All items. 

1948 
New York & Cuba Mail SS. Co__--------- Wages only. 
Seas Shipping Co Do. 
American Mail Line Wages and subsistence. 
Farrell Lines____- Do. 
Mississippi Shipping Co Do. 
Moore-McCormack Lines Do. 
United States Lines Do. 
American President Lines____.______-_~_. Wages, subsistence, and shore gang. 
Grace Do. 
American Export Lines All items. 
Lykes Bros. SS. Co_ Do. 
Oceanic Steamship Co Do. 


1949 and subsequent years.—All subsidized operators requested subsidy on 
all items. 


2. Increase in the number of subsidized operators and number of subsidized 
voyages 

(a) As of January 26, 1949, Pacific Argentine Brazil Line, Inc., became the 
18th subsidized operator at an estimated 13 voyages per year. 

(b) As of October 1, 1952, Grace Line, Inc., received approval for subsidy on its 
Atlantic-Caribbean service (trade route 4) at an estimated 140 voyages per year. 

(c) As of January 1, 1953, Pacific Far East Lines, Inc., became the 14th subsi- 
dized operator at an estimated 40 voyages per year. 
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(d) As of January 1, 1953, Pacific Transport Lines, Inc., became the 15th 
subsidized operator at an estimated 26 voyages per year. 
(e) The number of subsidized voyages by calendar years are as follows: 


vo 
Calendar year: Calendar year—Con. 
1947 475 1952 wis 1, 344 
1949 1, 247 1954 estimate.._._........... 1, 560 
1950 1, 307 1955 estimate (6 months, 
1951 1, 207 January through June)_. 814 
$. Introduction of combination ships and new passenger ships into the subsidized 


services 

(a) Combination ships were introduced as follows: 
American Export Lines (Four Aces in September 1948), 4 ships. 
Mississippi Shipping Co. (during 1948), 3 ships. 
Farrell Lines, Inc. (during 1949), 2 ships. 
Moore-McCormack Lines (Good Neighbor Fleet in 1949), 3 ships. 

(b) Introduction of new passenger ships as follows: Independence and Con- 
stitution in 1951, steamship United States in 1952. 
4. Increase in domestic cost of subsidizable items of expense 


(a) A comparison of the subsidizable costs for the 13 subsidized operators for 
the years 1950 and 1952 reflects the following: 


Num ber of Cost per 
Number of 
Year voyage | Domesticcosts| voyage 
voyages days day 
We iiiicisniiahtibarniiapnnenennenstesenes 1,344 87, 464 $168, 120, 223 $1, 923 
1, 307 83, 522 117, 083, 493 1, 403 
37 | 3, 42 | 51, 036, 730 520 


(b) The above indicates that 1952 voyage costs are approximately 37 percent 
higher than 1950. Principal factors for this increase have been the sharp in- 
crease in the domestic base wage costs (base wage rates in 1952 were 21 percent 
higher than in 1950), a substantially larger number of repairs and increases in 
repair costs in 1952 as compared to 1950, and the general increase in domestic 
costs between 1950 and 1952 

(c) The difference in domestic costs between 1950 and 1952, expressed in 
round figures as $51 million can generally be accounted for as follows: 

1. Cost of operation of Jndependence and Constitution in 1952—a 


2. Cost of operation of the SS. United States in 1952—also a new 

3. Increase in cost of operation of the SS. America in 1952 as com- 

4. Cost of operation of new ‘service by Grace Line, Inc., introduced 

5. Increased cost of operation of cargo and combination ships in 
1952 as compared to 1950 (see (d) below) -.---.------------ 33, 200, 000 
6. Withdrawal from service of the SS. La Guardia________---____ —2, 700, 000 


(ad) The item of $33,200,000 (item 5 above) represents the increased cost in 
operation of cargo and combination ships for calendar year 1952 over 1950. 
This increase is due in part to an increase in yoyage days on these type ships. 
There were 82,812 voyage days, 1,279 voyages in 1950; and 85,695 voyage days, 
1,262 voyages in 1952. The cost per voyage day on cargo and combination ships 


392 


was $1,325.79 in 1950 and $1,668.51 in 1952. A comparison of cost on the basis 
of 82.812 voyage days for both years is as follows ; 


Increase 


| 1950 | 1952 oan 


1, Wages of officers and crew. cb | $65,911. 797 | $82,801,234 | $16. 889. 437 
2. Subsistence of officers and crew - | 8. 173. 944 915. 909 1. 741. 965 
3. Maintenance (upkeep) and repairs Eonade 10, 279, 199 . 547,035 7. 267, 836 
4. Voyage stores, supplies, and expendable equipment. rae a 9. 308, 74! iL 264, O88 1,955. 347 
109, 791,745 | 138, 172, 650 | 28, 380, 905 

Adattional cost , 883 voyage days 1952)... 4, 809, 834 

Total cost increase 1952 over 1950......-----.- eee : | 33, 190, 739 


Factors contributing to the substantial increase in wages are the increase 
in base wage rates of 21 percent heretofore mentioned. In addition, other 
benefits such as welfare and pension fund contributions and seaman’s vacation 
plans have been introduced since 1950. 

Maintenance and repairs, representing a substantial increase, can be attributed 
to the additional maintenance required because of the age of the vessels and the 
performance of maintenance which heretofore has been deferred. For example, 
included in the above figure is an amount of $1,647,958 representing incr ased 
maintenance and repair costs for the Good Neighbor Fleet (Argentina, Brazil, 
and Uruguay). 

In further explanation of this increase in domestic cost, the following examples 
based on actual costs for subsidizable items of expense for selected operators are 
tabulated to show the increase in cost for each year based on the cost per voyage 
day. 

CARGO-TYPE SHIPS 


| 
| 


Cost per voyage day Total cost 
Voyage 
oar days Other | AN Other All 
y Wages | than items Wages than items 
wages wages 
Operater Ke... 2 Sec. 1948 7, 487 $171 $755 | $4,343, 600 | $1, 272, 400 $5, 616, 000 
1949 7, 794 601 419 1,020 | 4,690,200 | 3, 263, 500 7, 953, 700 
4950 7, 325 630 386 1,016 4,615, 800 | 2,832, 300 7, 448, 100 
1951 6, 820 673 379 1,052 | 4,594,400 | 2, 581, 300 7, 175, 700 
1952 6, 893 799 513 1,312 5, 509, 600 3, 540, 200 9, 049, 800 
Operator Y -._.........-- 1948 9, 188 637 87 4 5, 857, 700 797, 500 6,655, 200 
1940 14, 214 660 434 1,094 9, 383, 500 6, 172. 300 15, 555, 800 
1950 14, 661 693 470 1, 163 | 10, 169, 100 6, 894, 300 17, 043, 400 
1951 3 731 482 1,213 | 10, 238,500 | 6,750, 600 16, 989, 100 
1952 15, 367 798 518 1,316 | 12, 275, 800 7,955,600 | 20, 231, 400 


Operater A... . - 2.0-400i+ 1949 1,471 | $1,582 | $1,181 | $2,763 | $2,327,600 | $1,737,300 | $4,064, 900 
1950 1,431 | 1,651 | 1,118 | 2,769 | 2,363,300 | 1,600, 400 3, 963, 700 
1951 1,456 | 1,773 | 1,082 | 2,855 | 2,581,800 | 1,575,900 4, 157, 700 
1952 1,456 | 2,089 | 1,313 | 3,352 | 2,969,200 | 1,911, 700 4, 880, 900 
Operator B.............- 1949 635 | 1,708 , 2,732 | 1,085,000 650, 100 1, 735, 100 
1950 727 | 1,759 1,136 2,895 1,279, 200 825, 800 2, 105, 000 
1951 618 | 1,877) 1,115 | 2,992 | 1,160. 300 689, 000 1, 849, 300 
1952 2,228 | 1,140 | 3,368 | 1,769,800 905, 000 2, 674, 800 
PASSENGER-TYPE SHIPS 
Operator D__..........-- 1950 $7,449 | $5, 707 |$13, 246 | $2, 622, 200 | $2,040,600 | $4, 662, 800 
1951 342 7. 793 | 16,582 | 3,006,000 | 2,665, 200 5, 671, 200 
1952 342 | 10,811 | 9, 211 | 20,022 |] 3,697,600 | 3,150,100 6, 847, 700 
Operator E.....-......- 1950 1, 4, 2,211 | 6,603 | 4,756,700 | 2,394,400 7, 151, 100 
1951 2,791 | 7,763 | 3,609,700 | 2,026, 500 5, 636, 200 
1952 5,516 | 2,492 | 8,008 | 4,264,200 | 1,926,300 6, 190, 500 
Operator F.............- 1951 513 | 7,618 | 5,086 | 12,704 | 3,908,400 | 2, 608, 900 6, 517, 300 
1952 9,159 | 6,399 | 15,558 | 6,631,400 | 4,632,900 | 11, 264, 300 
Operator G_...-.....-... 1952 175 | 17,240 | 13,139 | 30,379 | 3,017,100 | 2, 299, 300 5, 316, 400 


COMBINATION-TYPE SHIPS (PASSENGER/CARGO) 


SSsssssss | 
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While these examples are in relationship to the three major types of sub- 
sidized ships, it must be realized that individual services and trade routes re- 
quire different accommodations for both passengers and cargo. Some services 
require more refrigeration space than others due to types of cargo carried and/or 
the climates on the various trade routes served. Union agreements between 
the coastal areas as well as with each subsidized operator vary so that differences 
will be refiected in the daily costs for wages. On combination ships and pas- 
senger ships the passenger carrying capacity as well as the climatic conditions 
and cargo offerings on the service will affect daily wage costs. An analysis of 
other than wage costs has not been made due to the fluctuation in repair and 
maintenance costs from year to year. 

The costs represented above under operators F. and G. reflect costs for the 
three new passenger ships, the steamship Independence, steamship Constitution, 
and the superliner the steamship United States. 

In addition to increase wage costs due to collective bargaining agreements, 
and varying overtime costs, other benefits welfare and pension fund contribu- 
tion and seamen’s vacation plans have been approved since 1950 which accounts 
for the decided increase in costs for 1951 and 1952 over calendar year 1950. 

These tabulations reflect a steady increase in wage costs for each year and on 
a percentage basis the increase is as follows: 


CARGO-TYPE SHIPS 


Operator X Operator Y 
Calendar year hae 
Percentage Percentage 
day wages of increase of increase 


day wages 


1948. $584 $637 
630 | 4.8 693 5.0 
673 6.8 731 5.5 

COMBINATION-TYPE SHIPS 
Operator A Operator B 
$1, 582 |..... $1, 708 
1, 651 4.4 1, 759 | 3.0 
1,773 | 7.4 1, 877 | 6.7 
2,039 | 15.0 2, 228 | 18.7 
PASSENGER TYPE SHIPS 
Operator D Operator E | Operater F 
Calendar year 

Percentage Percentage Percentage 
day wages of tncrease day wages of increase | day wages of increase 
789 18.0 4, 972 13.2 
10, 811 23.0 5. 516 10.9 | 9, 159 20.2 


5. Devaluation of foreign currencies 


Since foreign costs used in the calculation of subsidy rates are quoted in the 
respective foreign currency, it is necessary that these foreign costs be converted 
to the United States currency equivalent. Exchange rates recommended by the 
United States Treasury Department are used to convert these foreign costs. 

Devaluation in most of the countries of the world took place in September 
1949. Significance of the devaluation of foreign currencies can be well illus- 


q 
| 
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trated by a comparison of costs for wages of officers and crews on a C-2 cargo 
vessel for a subsidized operator in relation to the costs of a foreign competitor 


operating the same vessel under United Kingdom registry. 


Before de- | After de- 
valuation | valuation 
Assumed monthly wage costs and increments for 1949 for a United States subsi- 
Assumed monthly wage costs and increments for 1949 for a United Kingdom 
oo are £1,700. Converted at the rates of exchange before evant after 
valuation reflect costs in United States 6, 851 4, 760 
Differential in dollars (excess of United States cost over foreign cost)... .... 11, 849 13, 940 


The currencies of other countries, such as Argentina, Chile, France, and Italy 


were devalued prior to September 1949. 


It should be pointed out that whatever 


the impact of devaluation, its full effect would occur over a very short period 


of time. 


establishment of operating-differential subsidy rates. 


SALARIES AND EXPENSES 


Amounts available for obligation 


In other words, devaluation would not be a continuing factor in the 


| 

1953 actual | 1954 estimate | 1955 estimate 
Appropriation er datimate. . .. $15, 617,850 | $15, 500,000 $14, 000, 000 

Prior year balance reappropriated , 200, 000 | 
Reimbursements from non-Federal sources... ...............- 48, 553 3, 200 11, 700 
Reimbursements from other accounts... .................----- 2, 430, 586 2, 456, 840 2, 184, 150 
Total available for obligation _...................-.-.--- 19, 296, 989 18, 000, 040 16, 195, 850 

Balance reappropriated and transferred to “Payment of ter- 

18, 820, 672 18, 000, 040 16, 195, 850 


NorTE.—Reimbursements from non-Federal sources above are for services and utilities provided for com- 
mercial lessees of portions of shipyards, warehouses, or terminals (66 Stat. 393). 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 
Direct Obligations 
$8, 543, 216 $7, 200, 000 $6, 175, 000 
e Maintenance of shipyard facilities. ....................-..-- 548, 3. 530, 539, 500 
179, 7, 000, 6, 700, 000 
16, 390, 086 15, 543, 200 14, 011, 700 
Obligations Payable Out of Reimbursements From Other 
Accounts 

1. . 2, 244, 905 2, 140, 040 1, 912, 650 
. Maintenance of 16, 27, 500 27, 500 

Total payable out of reimbursements from 
2, 430, 586 2, 456, 840 2, 184, 150 
Obligations i 18, 820, 672 18, 000, 040 16, 195, 850 
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Obligations by objects 
Object classification 1953 actual | 1954 estimate 1955 estimate 
Summary of Personal Services 
‘Total number of permanent positions... ...................... 3, 960 3, 387 | 2,915 
Full time equivalent of all other positions_- 5 
Average number of all employees. 3, 333 3, 026 2, 73: 
Average salaries and grades: | 
General schedule 
G8-7.9 GS-8.2 GS-8.5 
Crafts, protective, and custodial gue: 
Average salary $8, 185 $3, 214 $3, 252 
Average grade CPC-4.7 CPC+4.6 CPC+4.6 
Ungraded positions: Average salary..................___. $3, 636 } $3, 625 | $3, 623 
Personal service obligations: 
Permanent $15, 604,866 | $14, 423, 770 $13, 036, 765 
Other positions - - 25, 000 
Regular pay in excess of 52-week base _- 58, 673 53, 880 50, 260 
Payment above basic rates__.._.__..-.- 197, 829 123, 600 119, 800 
Other payments for personal services_..............._.-- 10, 138 8, 000 13, 375 
Total personal service obligations...................__.. 15, 881, 687 14, 609, 250 13, 245, 200 
Direct Obligations J 
13, 667, 680 12, 404, 200 11, 268, 100 
02 Travel_- 121, 215 129, 890 108, 990 
03 Transportation of things. 43, 210 90, 200 | 69, 800 
04 Communication serwices.................-.-.............. 124, 607 143, 770 134, 970 
06 Rents and utility services........................2.......- 143, 219 187, 640 242, 690 
06 Printing and reproduction --__.-......-----.-...--..-22-.- 74, 866 70, 000 65, 000 
07 Other contractual services......_.. ak, SSR 389, 649 281, 040 250, 750 
Services performed by other agencies... aiid maar 396, 677 806, 700 723, 000 
518, 664 1, 100, 400 870, 650 
876, 714 301, 860 251, 000 
13 Refunds, awards, 1, 167 200 200 
direct 16, 390, 086. 15, 543, 200 14, 011, 700 
Obligations Payable Out of Reimbursements From Other Accounts a 
2, 214, 007 2, 205, 050 1, 977, 100 
03 Transportation of 3, 366 600 6, ! 
47,017 46, 000 40, 400 
05 Rents and utility services.....................-..---2...-- 69, 786 78, 000 45, 700 
06 Printing and reproduction 9, 016 7, 000 7,000 
07 Other contractual services....................-....-....... 7, 752 9, 600 9, 200 
Services performed by other 
26, 225 45, 340 | 36, 540 
5, 366 3, 650 2,710 
Total obligations payable out of reimbursements from 
2, 430, 586 | 2, 456, 840 2, 184, 150 
Obligations incurred.........................----------- 18, 820,672 | 18, 000, 040 | 16, 195, 850 
Analysis of expenditures 
1953 actual 1954 estimate 1955 estimate 
| | 
Unliquidated obligations, start of year............___________. $674, 427 $1, 084, 388 $1, 234, 388 
Obligations incurred during the year........_._..-_---.-.. 18, 820,672 | 18, 000, 040 16, 195, 850 
19,495,099 19, 084, 428 17, 430, 238 
Deduct: 
2, 479, 139 | 2, 500, 040 2, 195, 850 
Obligated balance carried to certified claims account_.___- 
Unliquidated obligations, end of year____.._._........___- 1, 084, 388 1, 234, 388 1, 334, 388 
Fe tendinlinsctatnnecicndnaaecucccinams 15, 768, 289 15, 350, 000 | 13, 900, 000 
Expenditures are distributed as follows he meiecrg 
ut of current authorizations. ..........................-- 15, 259,654 | 14, 450,000 | 13, 000, 000 
Out of prior authorizations........................222.._-- 508, 635 900, 000 900, 000 
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Mr. (Cievencer. We will take up the item for “Salaries and ex- 


penses” as shown on page 81 of the committee print and page 920 of 
the justifications. 


The request is for $14 million, a reduction of $114 million below the 
appropriation for the present fiscal year. 


JUSTIFICATION DATA 


We will insert in the record pages 920 and 921 of the justifications. 
(The information is as follows:) 


Summary of requirements 
1954 
Dedue' 


Deletion of the maintenance rminals program .--.............-.- —139, 000 
—192, 950 
Net 1955 over 1954: 
Requirements Difference, 
By activity (+) 


1954 1955 or de- 
adjusted | estimate | “Tease (—) 


Administrative expenses 


$7, 200, 000 | $6,175,000 | —$1, 025, 000 
Maintenance of shipyard facilities........._.__..___. 500, 950 533, 000 +-32, 050 
Operation of warehouses. ._...__.-......-.-----...-- 637, 500 592, 000 —45, 500 
Reserve fleet expenses.................-..----------- 6, 968, 600 | 6, 700, 000 — 268, 600 


Oe ee 15, 307,050 | 14,000,000 | —1, 307, 050 


= 4 

Gross 

| —1, 307, 050 g 

Total estimate of appropriation, 1955..............-........-..-.---------.-------------- 14,000,000 y 


O01 ‘892 ‘IT cle % 006 ‘O82 ‘ZI | 898% 089 ‘299 ‘EI 
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ADMINISTRATIVE EXPENSES 


r. CLevencer. To detail this subhead, “Administrative expenses,” 
we vill insert page 922 of the justifications i in the record. 
(The information is as follows :) 


Administrative Expenses 
Summary of Estimated Obligations 


Actual 1953 Estimate 1954 Estimate 1955 


Aver- 


Cost 


ber 


Personal services: 
Permanent 1, 441. 5 ($8, 004, 546 1, 158.7 
Other 1.5 8, 604)........| 


520 


obliga- 


1, 348] 1, 158.7} 7, 200, 6, 175, 000 


MAINTENANCE OF SHIPYARD FACILITIES 


Cievencer. Under the subhead “Maintenance of shipyard 
facilities” we will insert page 952 of the justification in the record. 
(The information is as follows :) 


Maintenance of shipyards—obligations and employment 


Estimate 1954 (adjusted) Estimate, 1955 


Aver- 
Posi- Posi-| age 
tions | num- 
ber 


Wilmington Shipyard: 
Personal services 
Other objects 


Alameda Shipyard: 
Personal services 
Other objects 


Richmond Shipyard: 
Personal services 
Other objects 


Vancouver Shipyard: 
Personal services 
Other objects 


Personal services....|_ 113 | 10 | 443, 800 | 113 
Other 150 


13) 110 | 500,950 | 113 | 


Pest Pea Aver- Pea Aver- 
osi- osi- | age - | age 
tions Fe tions | num- Cost tions | num- Cost 
ZZ | ber ber 
|$6, 634, 300 1,009 968 685, 000 
Total..........| 1,887 6, 634,300 1, 009) 5, 710, 000 
Other 565, 700}. | 465, 000 
| Difference 
Location | Aver- 
| Amount |Amount 
| ber 
32 | 31 128, 150 32 31 125, 000 —3, 150 
pS 32 31 149, 500 32 31 173, 400 |..-.--|--------|+23, 900 
tndidsrecsinndinas 32 31 146, 650 32 31 | 158,000 |......|....--..|-+11, 350 j 
17 17) 76.650) 17) 76,600 —50 
110 | 533,000 050 
| 
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MAINTENANCE AND OPERATION OF WAREHOUSES 


Mr. Crevencer. As to the items “Maintenance and operation of 
warehouses” we will insert page 957 of the justifications in the record. 
(The information is as follows :) 


Maintenance and operation of warehouses—obligations and employment 


Estimate 1955 


Amount! 


Kearney Warehouse: 
|—$27, 700 
—1, 100 


Baltimore Warehouse: 
Personal services 4 45.0 | 170, 700 
Other objects 11,900 


182, 925 45.0 | 182, 600 


Norfolk Warehouse: 
Personal services i 62, 100 
Other objects 7, 900 


14.0 | 63,050 | —10 —2.2 | —6, 950 


| 


New Orleans Warehouse: 
Personal services 4 —1,700 
Other objects 30, 485 me —17, 135 


22.0 | 111,085 |: | | —18, 835 


Richmond Warehouse: } | 
Personal services 30.2 | 117, 900 < B, | —11, 000 
Other objects -__-.-......--- | 15, 390 35, +20, 410 


30.2 | 133, 290 +9,410 


Grand total: 
Personal services 132.3 5 7, 500 
Other objects | 80,000 +2, 000 


10, 000 
82, 000 


132.3 | 592, 000 | —24 | —13.2 | 500 


RESERVE FLEET EXPENSE 


Mr. Crevencer. Next is “Reserve fleet expense.” We will insert 
page 960 of the justifications. 
(The matter referred to follows :) 


41956—54——-26 


|. 
| num- | | num- | Amount) /°S! | num- | Amount 

ber | ber | ber 

| 
Total 37 32.1 140, 200 25 25 0 111, 400 | —28, 800 
45 | 450| —325 
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Reserve fleet expense—Comparative statement of obligations and employment 


Estimate 1954 (ad- 
justed) Estimate 1955 


Posi- 
tions 


Oreg.: 


James River, Va.: 
Personal services... 826, 400) 
Oth 89, 800 191, 100 


1, 017, 500 


555, 000 
740, 000 


Olympia, Wash.: 
Personal services 


Suisun Bay, Calif.: 
Personal services 


Wilmington, N. C.: 
Personal services 
Other 


Washington, D. C.: 
Personal services 
her 


All locations: 
Personal services 


Mr. Cievencer. You may discuss these section by section. 


ADMINISTRATIVE EXPENSES 


Mr. Roruscuitp. The $114 million is made up substantially of a 
$1 million reduction in personnel, and that is being brought about by 
reason of the fact that we have tightened up wherever possible and 
as rapidly as possible in our administrative procedures. We feel that 
while a reasonably good job has been done in the time allotted to us, 


Aver- —_ Aver- Pest Aver- 
age ‘osi-| age ‘osi-| age 
| num- |4™0UDt/ tions | num- tions | num- | Amount 
ber ber ber 
147 136| $578, 700 147 129) $550, 900)... —7|—$27, 800 
Beaumont, Tex.: q 
Personal 124 120} 462, 400 125 122} 467, 900 +1 +2) +5, 500 
Hudson River, N. Y.: 
Personal services 137 115} 448,200) 137 118} 458, 700)...._- +3) +10, 50 
300 
Personal services...........} 159 597,800) 148 143 —42, 800 
its} 520,200) 125 410,300|.|  —201—110, 000 
588,000] 178} 167] 705,500] +87) +2014116, 900 
| 1,239, 1, 170) 4, 645, 300) 1, 260 1, 160)4, 604, 300 +21 —41,000 
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that we have not exhausted our complete possibilities, and we shall 
proceed to do better wherever and whenever possible. 


SHIPYARDS 


In the matter of shipyards, there is a slight increase for the year, 
which represents some nonrecurring repair and maintenance items that 
appear to us to be absolutely necessary, such as reroofing and painting. 


RESERVE FLEET 


In the reserve fleet setup, which is a slightly smaller figure, you will 
notice that we are spending about the same amount of money for the 
actual preservation of the fleet, and the savings which will come around 
are coming about by reason of the fact that we are limiting our inven- 
tories of supplies on hand and operating on a lesser stock all the way. 

Mr. CLevencer. This cathodic treatment has now progressed practi. 
cally up to the two remaining fleets in the gulf? 

r. Roruscutty. By the end of this year we will have all of the 
fleets except the gulf fleets under cathodic treatment, and we are 
requesting funds for the cathodic treatment of those two fleets for 
1955. 

Mr. Covuperr. Does that complete all the ships in the reserve fleets? 

Mr. Roruscuinp. Yes, sir. 

Mr. Couperr. How long does that treatment remain effective be- 
fore you have to do it again ? 

Mr. Roruscnixp. It is a continuing treatment. 

(Discussion off the record.) 


FRESH WATER DETERIORATION 


Mr. Murray. I might say that last year we requested funds for the 
fleet in the gulf, and there was some mistaken idea at that point that 
the fleet in fresh water did not deteriorate as fast as the fleets that 
were in the salt water areas. There are adequate scientific facts to 
show that deterioration comes just as fast in fresh water as in salt 
water, and, therefore, we are back asking for the fresh water locations. 

Mr. Cievencer. We will insert the table on page 962 of the justi- 
fications in the record at this point. 

(The information is as follows :) 


Regular and cathodic preservation program 


Estimate, Estimate, 


Regular program 
Cathodie preservation 


Regular preservation: 

Number of ships in reserve fleets at end of fiscal year 

Man-years preservation employees provided in estimate 
Total man-days preservation work due in fiseal year Kaseade 
Estimated man-days of preservation accomplishment for fiscal year_- 

Man-days of preservation backlog at end of fiscal year____._____. 
Cathodic preservation: 

Number of ships protected at end of year 

Number of ships unprotected 


j Scai year scal year 
1954 1955 
2, 069 2, 106 
740 743 
377, 615 318, 882 
144, 452 144, 844 
233, 163 174, 038 
1, 559 | 2, 106 
510 |. 
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Lancuace CHANGES 


Mr. Cievencer. We will now take up the “Language changes” ap- 
7 on page 81 of the committee print. 

Mr. Nicuots. Mr. Rothschild, I wonder if I might answer that ques- 
tion for the chairman. 


LIMITATIONS ON TRAVEL 


The reason for deleting the amounts for the small items for the limi- 
tations on travel is merely to give the administration as much flexi- 
bility as possible in case we got an unusual item that might come in to 
take more than the limitation specifically set out. 


REVOLVLNG FUND 


With reference to the revolving fund, that recommendation deals 
with the elimination of the number of man-years of employment to be 
used to augment “Salaries and expenses.” Our recommendation on 
that is to remove the limitation on the number in view of the fluctua- 
tions in the program. It has been fluctuating so rapidly that it is dif- 
ficult to set what that number should be. 

The Bureau of the Budget is keeping control on this through the ap- 
portionment procedure. They are practically coming through quar- 
terly with revised apportionments, as to what we can do as reimburse- 
ments under the revolving fund. 

Mr. Cievencer. Have you an estimate you might provide on that? 

Mr. Nicuots. In our estimate we estimated approximately 250 man- 
years of employment for 1955. At the moment, the way the general 
agency operation is going, it would probably be less. 

The 250 was on the basis of an approximately 50-ship operation. 
That could change. If there were an emergency and it. was necessary 
to break out ships in a hurry, it would not be enough. If we cut down 
the number of ships it could peony be reduced. It is difficult to 
pingaint what will be required. 

he Bureau of the Budget has been checking on us on a quarterly 
basis to hold us down to the operation necessary for that period on 
the basis of the operation we happen to be conducting. At the mo- 
ment it is approximately at an employment level of 272. 

Mr. Cuievencer. The best you can say is that you have it under 
strict budgetary control? 

Mr. Nicuors. That is right, sir, with the Bureau of the Budget. 

Mr. Roruscnuivp. Indeed we have, sir. 


MaritrmMe TRAINING 
Amounts available for obligation 


1953 actual | 1954 estimate 


Appropriation or estimate. $3,584,000 | $3, 480, 000 
mbursements from non-Federal sources 102,177 | * 118,000 
Reimbursements from other accounts 161, 822 111, 000 


Total available for obligation 3, 847, 999 3, 709, 000 
Unobligated balance, estimated savings....................-.- —149, 293 —130, 000 


Obligations incurred 3, 698,706 | 3, 579, 000 | 


Norte.—Reimbursements from non-Federal sources above are for utilities furnished the New York State 
Housing Authority at Sheepshead Bay, N. Y. (66 Stat. 393). 


1955 estimate 4 

$2, 000, 000 
2 054,500 
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Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 


Direct Obligations 


. Cadet-midshipmen training, Kings Point, N. $1, 946, 447 $1, 942, 200 | $1, 480, 000 
. Upgrade and specialist training: 

Alameda, Calif., school 
Correspondence training 4d = 
District training supervisors’ and enrolling. offices_ 
Medical services: (a) Training activities_.___- 
Custodial activities: 

(a) St. Petersburg, Fla 

(5) Alameda, Calif. 

(c) Sheepshead Bay, N.Y 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other 
ccounts 


. Cadet-midshipmen training, Kings Point, N. Y 
and specialist training: (a) Sheepshead N. 


Medical (b) Maritime activities. 
. Custodial activities: 

(a) St. Petersburg, Fla 

(c) Sheepshead Bay, N. Y 
7. Administration 


Total obligations payable out of reimbursements from | 
other accounts 161, 822 111, 000 | 


3,698,706 | 3, 579, 000 


Obligations by objects 


Object classification 1953 actual | 1954 estimate! 1955 estimate 


Summary of Personal Services 


Total number of permanent positions 
Average number of all employees 


Average Salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal service obligations: 
Permanent positions. 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal service obligations 
Direct Obligations 


Travel____. 
Transportation of things. 
Communication 
Rents and utility services__. 
Printing and reproduction. _-- 
Other contractual services 
Services performed by other agencies 
Supplies and materials 
ds and structures... 
Taxes and assessments 


> 9 
9,696,884] 3,468,000] 2,000, 000 
1 106, 121 56, 200 
801 | 1, 800 | 1, 800 
574 559 388 
552 529 | 347 
GS-4.9 GS8-4.9 Gs-4.9 
$1,927,200 | $1,873,300} $1, 228, 100 
oasonna=oseh-sieind 597, 209 583, 800 316, 500 
2, 525,579 | 2,457,800 | 545, 200 
} ea | 2, 430, 200 1, 545, 200 
21, 053 67, 625 8, 700 
5, 476 24, 500 3, 700 
17, 168 17, 100 12, 400 
53, 044 58, 000 25, 400 
1, 471 5, 200 4, 100 
142, 107 115, 275 51, 600 
72, 500 67, 500 30, 000 
729, 499 670, 500 310, 200 
30, 417 9, 300 8, 200 
9, B45 2, 800 
Total direct 3,536,884 | 3,468, 000 | 


Obligations by objects—Continued 


Description 


1953 actual 


1954 estimate 


1955 estimate 


Obligations Payable Outof Retmbursements From Other Accounts 


01 Personal services 
ravel 

Transportation of things. .... 

Communication services 

Rents and utility 
Other contractual services 

Supplies and materials 

Equipment. 

‘Taxes and assessments 


oa 


Total obligations payable out 
other accounts 


$74, 675 
18, 413 
152 


479 
17, 093 
23 


4,919 
44, 919 
730 


419 


161, 822 


3, 698, 706 


Analysis of expenditures 


Unliquidated obligations, start of year 
Adjustment in obligations of prior years 
Obligations incurred during the year 


Deduct: 
Reimbursements. 
Obligated balance carried to certified 
Unliquidated obligations, end of year 


Total expenditures 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior au 


1955 estimate 


$237, 805 


3, 528, 615 


179, 653 
oe 


Mr. Cievencer. Now we come to the maritime training item, on 
page 85 of the committee print and page 971 of the justifications. The 
request is for $2 million, a reduction of $1,480,000 in the budget 


estimate, : 


JUSTIFICATION DATA 


We will insert in the record pages 971 and 972 of the justifications. 


(The information is as follows :) 


i ¢ 
| | 
$27,600 
17, 900 $17, 400 
46, 700 37, 400 
- 
| 
111, 000 | 54, 800 
Obligations incurred................--.-.-------------- | — 3, 579, 000 | 2, 054, 800 
1953 actual | 1954 estimate | 
3, 698, 706 3, 579, 000 2, 054, 800 
4, 055, 875 3, 841, 805 2, 292, 605 
262, 805 237, 805 237, 805 
250, 000 200, 000 
i 
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Summary of requirements 


Appropriation, 1064...................... _... $8, 480, 000 
Deduct: 

Nonrecurring major repairs — $31, 000 
Closing training stations: 

Sheepshead Bay —485, 000 

Alameda... ine ~—318, 600 

Estimated savings.................. : 130, 000 

- - 064, 600 


Net difference, 1955 over 1954: 


Requirements 


Difference, 

-|inerease (+) 
1954 1955 ) 

adjusted | estimate | 


By activity 


Cadet-midshipmen training, Kings Point, N. Y_...| $1,911, 200 | $1, 480, 000 — $431, 200 
Correspondence training 176, 600 177, 000 
District training supervisors and ~ ene offices 71, 100 
Medical services, training activities 67, 500 30, COO 
Custodial activities: 
St. Petersburg, Fla.............--. 42, 500 43, 000 -{ 
Alameda, Calif Pe J ‘ 70, 000 +70, 000 
Sheepshead 100, 000 +100, 000 
Administration 246, 500 100, 000 — 146, 500 


2, 515, 400 2, 000, 000 400 — 51S, 400 


Total estimate of appropriation, 1955...... 2, 000, 000 


‘ozs ‘TS JUGUBULIAd [RUOSIOg 
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Mr. Crievencer. Do you have a general statement or explanation 
of these suggested items for the record ¢ 


CHANGES FROM ORIGINAL BUDGET ESTIMATES 


Mr. Roruscuttp. Yes, sir. We would like to modify that amount, 
Mr. Chairman. 

When this budget was originally prepared we did not know that we 
would be able to transfer the St. Petersburg Training Station under 

vermit to the city of St. Petersburg, so it appears now we will save 
$48,000 which was in the budget for that matter. 

At the time this was prepared we also did not have firmed up our 
ideas of closing the Maritime Institute. That is the organization 
which has been furnishing the correspondence training. ‘That will 
save another $177,000, 

But also at the time that this budget was prepared it was contem- 
plated that there would be no freshmen entering class at Kings Point, 
so that the request there of $1,480,000 is amended to now read $1.9 
million, or an increase of $420,000, 

Mr. Crievencer. You will furnish a formal submission for this 
request 

r. Nicnors. It is in the process of being submitted, sir. 

Mr. Nietson. Mr. Chairman, that will be furnished to the Com- 

mittee as an amendment to the budget request. 


LANGUAGE CHANGES 


Mr. Crievencer. Under this “Maritime training” item the language 
changes proposed on page 85 of the committee print should be 
discussed. 

Mr. Nicnors. I would like to refer to those, Mr. Chairman. 


INCREASE IN TRAVEL LIMITATION 


We are now faced with a problem on the limitation of this type of 
travel in “Maritime training” at the present time. In fact, we are 
in the process of discussing with the Coniptrolles General a problem 
in the 1954 appropriation of a limitation on travel which, when the 
budget was submitted to the Congress, contemplated an appropriation 
made for a continuing training program ind contemplated continu- 
ing Kings Point, Sheepshead Bay, and Alameda, Calif. We are 
now planning closing Alameda and Sheepshead Bay and disenrolling 
the instructors and other station personnel in the schools. Under 
the Maritime Service pay provisions we are required to pay travel 
expenses back to the homes of the instructors and other station per- 
sonnel who are in the Maritime Service. Closing these stations is 
requiring us now to pay more money for travel than was originally 
contemplated as going institutions. 

Consequently, we have to get some relief in 1954, which we are now 
talking to the Comptroller General about, and we may have to submit 
a — to the Appropriations Committee. 

ile we need no additional funds, we need an increase in the 
limitation on travel. That is the same reason why we have suggested 
the elimination of the limitation on travel as such, under Salaries 
and expenses as well in order to allow us enough flexibility to take 


= 
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care of similar situations should they arise. Sometimes when Con- 
gress is not in session it is possible to get into a problem or an item of 
this type. 

This is comparable to the situation we are presently facing this year, 
because of the definite limitation on travel. Until we get a decision 
on it, it will delay us in actually completing closing institutions, be- 
cause it will require an expenditure in excess of the stated limitation 
for travel, as stated in the appropriation act. 

That is the reason why in 1955 where we have a reference to a spe- 
cific limitation, that we suggest the elimination of the limitation, and 
we would live within the tightest figure possible within the total 
amount for the particular appropriation. 

That same item covers administrative expenses and training and 
places where we do have a stipulated limitation for travel, or items 
of that type. 


MOTOR VEHICLES 


We have eliminated the items on purchase of passenger motor ve-~ 
hicles in all of our requests due to the fact that our budget estimate 
does not make any provision in 1955 for any replacement of passenger 
motor vehicles. Consequently, we bracketed out that language in 
this request. 

That covers the item. Those are the major language changes. 

Mr. Cievencer. Are there any questions from any member of the 
committee ? 

Srate Marine 


Amounts available for obligation 


| 1953 actual 


1954 estimate 


1955 estimate 


or estimate... 
Unobligated balance, estimat 


Obligations incurred 


$663, 200 
— 57, 824 


$890, 000 


—84, 950 |. 


$660, 000 


605, 376 


805, 050 


660, 000 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


$152, 673 
303, 778 
148, 925 


$156, 000 
320, 200 
328, 850 


605, 376 


805, 050 


Obligations by objects 


Object classification 


1954 estimate 


1955 estimate 


Transportation of thin: 
Other contractual se 
08 Supplies and materials 
uipment 
Grants, subsidies, and contributions 


Obligations incurred 


$149, 800 
320, 200 


190, 000 


660, 000 


|| 
3 
1. Grants for State marine schools... $190, 000 
: 2. Uniforms, textbooks, and subsistence of cadet midshipmen 320, 200 / 
3. Maintenance and repair of vessels... ........-..--.-..--.--- 149, 800 
1953 actus) | 
113, 336 $328, 850 | 
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Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year , ; $125, 206 $81, 567 $86, 617 
Obligations incurred during the year___.-..-.....-.-.......-- 605, 376 805, 050 660, 000 


730, 672 886, 617 746, 617 
Deduct: 
Adjustment in obligations of prior years... 1, 663 
Obligated balance carried to certified claims account 15 
Unliquidated obligations, end of year vidi 


81, 567 86, 617 96, 617 


Total expenditures nieiuiasiiaiihe 647, 457 | 800, 000 | 650, 000 


Expenditures are distributed as follows: 
Out of current authorizations. 528, O89 | 23, 000 
Out of prior authorizations 119, 368 | 77, 000 


575, 000 
75, 000 


That brings us to the item for the State marine schools on page 
982 of the ee ‘ations, which we will insert in the record. 


(The in 


ormation follows :) 


Summary of requirements 
Deduct: 


Maintenance and repair of vessels. —200, 000 
—284, 950 


Base for 1955 ; 605, 050 
Net difference, 1955 over 1954: 


Requirements | Difference, 


By activity | or de- 


1954 1955 
adjusted estimate | crease ( ) 


Grants for State marine schools ................... $156, 000 | $190, on | + $34, 000 
Uniforms, textbooks and subsistence of cadet- | 

320, 200 | 320, 200 | 
Maintenance and repair of vessels ~apeedsaddes 128, 850 149, 800 | +20, 950 


| 
| 


Gross requirements ieoqene 605, 060 | 660, 000 | +54, 950 +54, 950 
| 


Total estimate of appropriation, 660, 000 
REDUCTION IN 1955 


Mr. Cievencer. The request is for $660,000, a reduction of $230,000 
below the appropriations for the current fiscal year. 

Mr. Roruscuitp. That reduction comes about, Mr. Chairman and 
gentlemen, principally by reason of the fact that in the last year’s 
budget there was a matter of $200,000 for repairs to the Maine Train- 
ing Ship. That was inserted in the House. 

Mr. CLevencer. That was a nonrecurring item / 

Mr. Roruscuip. It is a nonrecurring item. The rest of it is sub- 
stantially the same as it was in the current budget. 

Mr. CLevencer. Are there any questions on this item ? 
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INLAND WATERWAYS CORPORATION 


Amounts available for administrative expenses 


1953 actual 


1954 estimate 


Limitation or estimate 
Unexpended balance, estimated savings 


Total administrative expenses 


$481, 200 
—29, 541 


$480, 000 
— 438, 000 


451, 659 


42, 000 


Administrative expenses 


by objects 


classification 


1953 actual 


1954 estimate 


1955 estimate 


Summary of Personal Services 


Total number of permanens sitions... 
Full-time equivalent of all other 
Average number of all employees - : 


Average Salaries and grades: 
General schedule 
Aver: age Salary - 


Crafts, protective, custodial 
Average salary. 
Average grade _. 

Ungraded positions: “Averag ze Salary - 


01 Personal services: 
Permanent positions 
Other positions. 
Payment above basic rates... 
Excess of annual leave taken over leave earned. __ 
Excess of annual leave earned over leave taken 


Total persona! services 
Deduct portion not chargeable to administrative expenses 


Net personal services 
Travel. 
Communication services. - 
Rents and utility services. 
Printing and reproduction -. 
Other contractual services 
Supplies and materials 


BISEEE 


Total administrative expenses 


We will take up now the item for the Inland Waterways Corpora- 


tion; the request for 1955 is $16,000. 


SALE OF CORPORATION 


You might tell us about the sale, the price received, something about 
the financial responsibility of the people who bought it, how much 
it will cost the Gevertaned when the full price of sale is included, 
and the administrative expenses for the fiscal year 1954. 

Mr. Roruscump. The total physical assets and the operating rights 
of the Inland Waterways Corporation were offered for sale in the 
spring of 1953. Bids were due by June 1, 1953; and there were re- 
ceived about 8 bids, 3 of which had some competence to them. 

Attorneys for the Department of Commerce and attorneys represent- 
ing the 3 buyers considered to have been sy ualified met for a period of 
6 weeks, including nights, Sundays, and holidays, and worked out a 
contract which would have been acceptable to any of the 3 bidders; 
the only difference in each case being t the price which was to have been 
paid. 


| 1955 estimate | 
—2, 026 |....-- 
2, 673, 407 
27.415 27,000 16, 000 
Ferre 451, 659 42, 000 16, 000 
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The determination was finally made to award the property to the 
highest bidder, who bid a total of $9 million for the physical facilities 
and operating rights. But prior to the transfer of any of this prop- 
erty the Government had taken out of the assets of the Corporation 
all of the liquid assets, amounting to about $2.7 million; so that the 
effective return to the Government becomes $11.7 million. 

We consider that a rather notable achievement, because at no time 
prior to that had there ever been an offer in excess of $1 million for 
the facility. 

RESPONSIBILITY OF PURCHASER 


We did a careful checking job on the responsibility of the purchaser. 
The purchaser is a new corporation known as the Federal Barge Lines, 
Inc., which is a wholly owned subsidiary of the St. Louis Shipbuild- 
ing and Steel Corp. ‘The St. Louis Shipbuilding and Steel Corp, has 
assets of several millions of dollars. 


TERMS OF SALE 


They were required in the first instance to furnish new workin 
capital in the amount of $1 million. They are also required to rehabil- 
itate the line so that the facility may furnish to the shippers in the 
Mississippi-Missouri Valley a type and kind of service equal to if not 
superior to that which has for these many years been Furnished by 
the Government. 

The purchase contemplates an 11-year period during which the $9 
million amount will be Rauidated and the notes of the company bear 
interest at the rate of 334 percent; the first payment being $444,000, 
and then proceeding at the rate of $400,000 per year until the 11th year, 
when the balance becomes payable. 

Now, the Government’s interests and the shipper’s interests as well 
are further protected by reason of a number of requirements as to 
the kind = type of service that must be furnished. Defaults are 
arranged for by specific reference to numbers of trips and tons of less 
than bargeload traffic. Each default, so long as it does not become 
a major default, is charged against the purchaser at a specified price, 
and if a default becomes 50 percent on any one leg of the system, 
50 percent of the trip required, then a total default has taken place; 
or if it becomes as much as 30 percent of less than bargeload traffic 
a total default has taken place. In the case of total default the 
Government has the opportunity of either seeking redress through 
the courts or forfeiting the man’s acquisition of the line. 


SCOPE OF BALE 


Mr. Cievencer. Was there any operation contemplated on the War- 
rior River in the South? 

Mr. Roruscuitp. Yes, sir. 

Mr. Cievencer. That is included? 

Mr. Roruscuitp. The whole operation was sold. That includes the 
service on the Warrior-Tombigbee River and the intercoastal canal, 
and also includes the Short Line Railroad of 1314 miles. 

Mr. Cievencer. Are there any questions from any members of the 
committee? If not, I believe that covers it. ' 

Mr. Roruscuip. Are we finished, Mr. Chairman? 
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FUNDS FOR ENFORCEMENT OF CONTRACT 


Mr. Crevencer. You might tell us something of what you want the 
$16,000 for, just to complete the record. 

Mr. Roruscuitp. We are asking just for a few thousand dollars to 
take care of the reports that we have to make and the inspections that 
have to be done to see that the purchaser is living up to his contract. 

(Discussion off the record.) 

Mr. Cievencer. That completes the hearing, gentlemen. 


Turspay, J ANvARY 19, 1954. 


WEATHER BUREAU 
WITNESSES 


ROBERT B. MURRAY, JR., ASSISTANT SECRETARY FOR TRANSPOR- 
TATION 

JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 

DR. F. W. REICHELDERFER, CHIEF 

R. C. GRUBB, BUDGET OFFICER 

D. M. LITTLE, ASSISTANT CHIEF OF OPERATIONS 


SALARIES AND ExPpENSES 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Be $27, 244, 775 
73, 536 
45, 189 


27, 363, 500 
—96, 485 


27, 267, 015 


Appropriation or estimate ._... .........- 
Reimbursements from non-Federal sources 
Reimbursements from other accounts 


Total available for obligation 
Unobligated balance, estimated savings 


Obligations incurred 


Norte.—Reimbursements from non-Federal sources are derived from the following: Proceeds from the 
sale of personal property (40 U. S. C. 481 (c)); the Governments of Cuba, Chile, and Ireland; the Interna- 
tional evil Aviation Organization; and the World Meteorological Organization (49 U.S. C. 1154); recovery 
ef terminal-leave payments (Public Law 102, 83d Cong.); and proceeds from the sale of Arctic commissary 
supplies (63 Stat. 907). 

Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


1. General weather services 
2. Research 


$25, 048, 914 
624, 676 
1, 593, 425 


$24, 361, 800 
609, 200 
1, 499, 000 


1, 417, 500 


27, 267, 015 


26, 470, 000 


24, 820, 000 


i 
$27, 000, 000 $24, 750, 000 
26, 450 26, 450 
43, 550 43, 550 a 
- -- 26, 470, 000 24, 820, 000 
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Obligations by objects 


Object classification 


WEATHER RUREAU 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions 
Other positions. 
Regular pay in excess of 52-week base 
Payment above basic rates ‘ 


Total personal services 

ransportation of ‘things. a4 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 
Lands and structures 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments 


Deduct charges for quarters and subsistence 


Obligations incurred 


ALLOCATION TO NATIONAL RUREAT OF STANDARDS 
07 Other contractual services 
SUMMARY 


Total number of permanent positions..............___- 
Full-time equivalent of all other positions 
Average number of all employees_.......... 


Average salaries and grades: 
General schedule grades: 
Average salary _- 
Average grade. __ 


Personal services: 
Permanent positions 
Other positions - - 
Regular pay in excess of 52-week base. 
Payment above basic rates. 


‘Total personal services. 
Travel. 
‘Transportation of things. 
Communication services. 
Rents and utility services_ 
Printing and reproduction 
Other contractual services. __- 

Services performed by other agencies 

Supplies and materials 
Equipment_ 
Lands and structures : 
Grants, subsidies, and contributions. 
Refunds, awards, and indemnities 
Taxes and assessments 


Subtotal 


| 
| 


| 
| 
| 
| 
| 
| 
| 


1953 actual 


$19, 219, 497 
321, 000 
73, 918 

1, 489, 525 | 


21, 103, 940 
442, 502 
655, 604 


26, 305 


27, 302, 836 
40, 576 


27, 262, | 


$19, 219, 497 
321, 000 

73, 918 

1, 489, 525 


21, 103, 940 | 
442, 502 | 
655, 694 | 


26, 395 
27, 307, 591 
40, 576 


| 1954 estimate 


$18, 598, 800 | 
323, 600 | 
71, 400 | 
1,411, 000 | 
20, 404, 800 
428, 100 
650, 500 
1, 441, 100 


2, 392) 400 
230, 600 


26, 498, 500 
33, 000 | 


26, 465, 500 | 


$4,711 
GS-7.0 


$18, 508, 800 
323, 600 

71, 400 

1, 411, 000 


20, 404, 800 
428, 100 
650, 500 | 

1, 441, 100 | 
471, 300 | 
130, 900 | 
299, 200 
24, 500 | 

2, 392, 400 | 

230, 600 | 


3, 00 
300 


| 
25, 800 


26, 503, 000 | 
33, 000 


27, 267, 015 


26, 470, 000 | 


1955 estimate 


$17, 552, 


219; 600 


19, 165, 100 
336, 300 
605, 000 

1, 454, 400 
456, SOO 
130, 900 
292, 400 


178, 400 
204) 100 


24, S48, ‘500 
33, 000 


24,815, 5 500 


3,777 


810 
7.1 


$17, 552, 400 
323, 600 

67, 500 

1, 219, 600 
19, 163, 100 
336, 300 
605, 000 

1, 454, 400 


204, 100 
3, 500 
300 

23, 300 


24, 853, 000 
33, 000 


24, 820, 000 


| 
4, 323 4, 192 | 3, 878 
178 180 180 
4, 330 | 4, 065 | 3,777 
FS = = 
| 
$4, 645 $4,711 | $4, 810 
G8-7.0 GS8-7.0 | GS-7.1 
ol | } 
02 
04 1, 193, 179 | 
05 sadeusiacnsdadenl 490, 275 | 471, 300 | 
06 130, 591 130, 900 | 
¥ 07 321, 973 299, 200 | 
2, 980 3, 500 | 3, 500 
13 338 300 | 300 
15 25,800 | 23, 300 
4, 323 4, 192 3, 878 
178 180 180 
f 4, 330 4, 065 
{ | 
$4, 645 | $4 
| 
| 
03 
04 ee 1, 193, 179 
05 ies | 490, 275 456, 800 
06 ae ae | 130, 591 130, 900 
07 321 973 | 292, 400 
31, 739 | 4, 500 
08 aoe es } 2, 587, 710 | 2, 178, 400 
09 311, 933 | 
10 al 8, 342 |... 
5 1 | 2, 980 
13 ---| 338 
Deduct charges for quarters and subsistence._......___..___. | | 
Obligations 
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Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year. .................-....- $3, 926, 120 $3, 485, 928 $3, 584, 928 
Obligations incurred during the year.........................- 27, 267,015 26, 470, 000 24, 820, 000 
31, 193. 135 29, 955, 928 28, 404, 928 
Deduct: 

Adjustment in obligations of prior years. 77,777 
Reimbursements...............- aa 118, 725 70, 000 70, 000 
Obligated balance carried to certified claims account. 9,314 on 
Unliquidated obligations, end of year....................- 3, 485, 928 3, 584, 928 3, 309, 928 
ee ee 27, 501, 391 26, 301, 000 25, 025, 000 

Expenditures are distributed as follows: 
Qut of current authorizations.........................-..- 23, 852, 997 23, 012, 000 21, 579, 000 
3, 648, 394 3, 289, 000 3, 446, 000 


Allocations Received From Other Appropriation Accounts 


Norr.—Obligations incurred under allocations from other a 


ropriations are 


Pp 
shown in the schedules of the parent appropriations, as follows: Pe MTutual security, 


funds appropriated to the President.” 


Mr. Cievencer. The committee will come to order. 


We 


will con- 


sider the budget request for the Weather Bureau, appearing at page 
153 of the committee print and page 1301 of the justifications. 

The request is for $24,750,000, a reduction of $2,250,000 below the 
appropriation for the present fiscal year. 


JUSTIFICATION DATA 


We will insert in the record pages 1301 and 1302 of the justifications. 


(The information is as follows :) 


Summary of requirements 


Appropriation, 1954 (regular bill) 
Deduct: 


Reserve for savings 
Leases transferred to General Services Administration 


Base for 1955 
Net difference, 1955 over 1954: 


Requirements Diterence, 
Activities increase (+ 
1954 1955 | 
adjusted estimate 
General weather services....................--...--- $24, 285, 400 |$22, 774, 200 | —$1, 511, 200 


|| 
4 
Gross requirements. ......................--...| 26,393, 600 | 24,750,000 | —1, 643, 600 ; 
—1, 643, 600 
Total estimate of appropriation, 2,750,000 
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Mr. Cievencer. You may proceed, Mr. Murray. 


ADVISORY COMMITTEE 


Mr. Murray. Mr. Chairman and gentlemen, in the early spring 
of last year I appointed a committee of eight very distinguishec 
meteorologists, large users of the Weather Bureau, to act as an Ad- 
visory Committee to the Secretary for the purpose of examining into 
the operations of the Weather Bureau and advising us as to what 
steps would need to be taken to bring about, if possible, a higher 
degree of weather services to the Nation. 

They reported back to the Secretary around the Ist of December. 
There were two observations of especial importance they made, among 
many others. I might say that many of the recommendations ve J 
made are already in the process of being implemented by Dr. Reichel- 
derfer. They made two recommendations or observations which are 
of particular interest to this committee, I think, at this time. 

ne was that over a period of years the Weather Bureau had been 
frugal toa fault. I think that is one item to keep in mind. 


DUPLICATION OF EFFORT BY DEFENSE DEPARTMENT 


The other was that as a result of this frugality the Defense De- 
ater va had stepped into the void which had been left by the 
Teather Bureau not doing certain activities that they should hav > 
uaidertaken. The Defense Department stepped in and took over then - 
selves a very large weather service activity. 

Mr. Cievencer. They never miss a vacuum. 

Mr. Murray. The feeling of this committee was that if the dupli- 
cavion between the Defense Department and the Weather Bureau 
could be eliminated, with many of those services returning to the 
Weather Bureau, that while it would mean the Weather Bureau 
budget would be increased, the overall cost to the Government for 
weather services could be substantially decreased. 

Now, the Hoovér Commission has interested itself in the matter 
of duplication as between the Defense Department and the Weather 
Bureau. We are very hopeful that during the course of this coming 
year some of this duplication, with that kind of leadership, might be 
eliminated. 

The Bureau is operating again on a reduced and very tight budget. 

We would be glad, if you desire it, to furnish for the record the 
comment of this committee on the undesirability of the duplication 
and the excessive cost to the people for the services, brought about 
by the voids which have been left in the Weather Bureau operations. 

Dr. Reichelderfer is here to go into the detail of the budget with 
ase I simply wanted to make that opening observation for you to 
rave that background. 


STATEMENT 


Mr. Crevencer. Dr. Reichelderfer, if you have a prepared state- 
ment you may include it in the record at this point. 
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(The prepared statement is as follows :) ’ 


In a general statement before this committee last year, the public weather 
services and meteorological projects of the Bureau were reviewed in detail 
(pp. 862 to 369 of the hearings before the Subcommittee on Appropriations for 
State, Justice, and Commerce, 838d Cong., Ist sess.). The priority lists and 
economies summarized in that statement apply equally to the estimates pre- 
sented herewith, Without repeating in detail, the most important points will 
be briefed. 

The committee has been informed of the survey of Weather Bureau activities 
and responsibilities by the Advisory Committee on Weather Services appointed 
by the Under Secretary of Commerce. Copies of the report published last month 
are available to members of the Appropriations Committee. The report con- 
tains a number of constructive suggestions pertaining to weather forecasting and 
improvements in meteorological services. Among other improvements, the 
report suggests the need for storm-warning radar equipment and upper-air 
soundings to greater altitudes, for research and development in weather fore- 
casting, as well as new meteorological facilities for aircraft operations. The 
summary of recommendations on page 16 of the Advisory Committee on Weather 
Services report may be of special interest to members of the Appropriations 
Committee. 

In several places the advisory committee has pointed out that the Burenu’s 
field stations have been reduced in number and staff to a minimum. The Bureau 
expects to make some further progress in economies through consolidation of 
CAA and Weather Bureau statious in localities where meteorological observations 
ean be taken by communications personnel or where the traffic is not too heavy 
but that communication and meteorological duties could be performed by only one 
person on watch at a time, in some cases the Weather Bureau observer. This 
practice is already in effect in most places where it is practicable and the number 
of further consolidations will not exceed 15 or 20. The advisory committee 
lias stated that in many places the frugality of the Weather Bureau has been 
carried to the point of diminishing returns, implying that further reductions 
would be false economy and would weaken the storm-warning and forecasting 
services of the Bureau either directly by reduetions of forecasting staff, or 
indirectly by loss of surface observations and upper-air soundings that are 
necessary for reliable predictions, 

The following highlights in economies accomplished by the Weather Bureau 
in face of expanding air commerce and other segments of the national economy 
which need more, not less weather information, indicate the extent to which 
the desires of Congress for economy in operations have been carried out. 

The extent to which reductions have been made is shown in the following 
table: 


| } 
Employment Field Pie. | Employment Field 
Fiseal year (man-years) | stations || Fiscal year | (man-years) | stations 

| 
1945 3, 755 | 4, 577 504 
1946 14,048 433 || 1951__- ; | 4, 490 387 
1917. 14, 521 443 || 1952... i | 4, 425 375 
1948 4, 716 400 1053... . 4, 330 372 
1949. 4,727 309 |} 1954... 4,065 | 332 


1 Staff increases during 1916 and 1917 principally for added staff required to maintain 24-hour service 
daily in connection with conversion from 48-hour workweek to 49-hour workweek. 


(Note.—This tabulation shows a reduction in staff since 1919 to date of ld percent. Additional eurtall- 
ments required for 1955 will increase the reductions since 1949 to 20 percent. 


Fixed costs for Weather Bureau activities such as salaries, rents, and utilities 
for field stations, procurement and transportation of technical supplies for wpper 
air observations, communications facilities for the collection and dissemination of 
weather reports, etc., account for more than 96 percent of the appropriation. The 
remaining 4 percent is for such necessary items as travel, replacement of equip- 
ment, ete. On page 1304 of our general justifications it is pointed out that the 
Bureau knows of no area where further reductions can be made without sacrifice 
of essential services. 


Dr. Reicuevperrer. Mr. Chairman and members of the committee, 


our budget estimates this year provide for continuing essential serv- 
ices. There are no funds for increases in services. 
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CURTAILMENT OF DESIRABLE SERVICES 


In working up the estimates we have tried to curtail wherever we 
can do so without discontinuing what are really essential services. 
That is, we have distinguished as between services that are desirable 
and those which are essential. There is always a great deal more to 
be done in meterological services than there are funds to provide it. 
But we have distinguished carefully between the desirable services 
that we think can wait until the budget is balanced and the really 
essential services. The latter type we propose to maintain throug 
the funds requested in our budget estimates. 

By way of very brief review of the essential features, let me say 
that the weather, when you look out the window, may seem to be 
a rather simple thing, but every day in the United States we have 
hundreds or even thousands of different kinds of weather, sufficient] 
different that they make a difference in public safety, in public wel- 
fare, and in the economic operations of the country for various lines 
of business, agriculture, and so on. 

In aviation, for example, we have to know what the visilibilty and 
ceiling are at every important airport. To keep track of the wide 
varations in weather from hour to hour it is necessary to have many 
weather observers at the representative points throughout the coun- 
try. That is what takes the greatest portion of our appropriations. 


OBSERVING STATIONS 


At those observing stations we have only one man on at a time. 
Yet to cover the conditions 24 hours a day, 365 days a year, it takes a 
5-man station. The number of personnel and the salary rolls count 
up fast when you have to man stations around the clock. __ ‘ 

Wherever possible this observing function has been combined with 
other agencies or is obtained from other agencies. Many of our re- 

orts, for example, are obtained from Coast Guard stations and from 

ighthouses. erever the military services have to have an ob- 
serving station for their own purposes, in remote places, we use their 
observations. We do not duplicate them. 

Wherever the CAA can furnish observations for the Weather 
Bureau, we use their reports. 

Actually the number of Weather Bureau stations is relatively small, 
between 300 and 400, as compared with the many hundreds of reports 
from other organizations and other countries received every day for 
the weather map. 


ADMINISTRATIVE COSTS 


The rest of the budget is made up of items that are more or less 
fixed and can hardly be reduced. 

Our costs for administration are among the lowest to be found 
anywhere, either in Government or in private business. It does not 
require a great deal of time for the administration of a small 5-man 
station. We try to keep administrative costs to a very minimum. 


UPPER AIR EQUIPMENT 


A large portion of our appropriation is for the purchase of ex- 
pendable upper air equipment, radiosondes. That is for observation 
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of the winds aloft, the temperatures, pressures, and humidities, which 
are necessary not only for aircraft operation but also for forecasting 
precipitation. 

This morning’s weather map is a good example of how limited 
meterorologists were before they had upper-air soundings. For ex- 
ample, the temperatures on the ground through the Middle West in 
the last day or two have been low, from zero to 15° or 20° above. With 
that type of distribution and the observations at the surface alone 
one would expect continued cold weather and probably fair weather; 
but a few hundred feet above the surface our upper-air soundings 
showed that the temperatures were in the forties and in some cases in 
the fifties, much higher than on the ground, and that the air aloft was 
not part of the mass that had come down from Canada and the Aretic, 
but had come across the Rockies. 

This calls for an entirely different forecast, and rain and fog has 
already set in through the Middle West. 

This network of upper-air stations is essential for public storm 
warnings and forecasts as well as for aviation. 


REDUCTION IN NUMBER OF STATIONS 


In last year’s hearings before this committee we went into consid- 
erable detail about the priorities in regular Weather Bureau work 
and about the steps we had taken to reduce personnel over the years 
and to curtail stations. 

I believe Secretary Weeks mentioned before this committee a few 
days ago, the Weather Bureau has closed some 72 stations in the last 


few years. With changing conditions we have felt it necessary to 
open 5, which makes a net decrease of 67 stations in that time. 

We went into considerable detail last year about how we had arrived 
at the economies. Unless the committee desires I do not believe it is 
necessary to repeat that this year. It is contained on page 366 and 
following of last year’s record of hearings. 


RADAR STORM-WARNING NETWORK 


Just for the general information of the committee, and very briefly, 
I should like to mention two things which give promise for develop- 
ment in future years, things which every man, woman, and child, prac- 
tically speaking, in the United States is interested in. These represent 
improvements in weather forecasts. 

‘he first is our radar storm-warning network. It was found some 
few years ago that the storms—the precipitation, rainfall, and snow- 
fall—can be seen by radar. Here [indicating] is a picture of the 
radar observations of the second hurricane of the season, Hurricane 
Barbara. 

Very briefly, this shows the sequence of the photographs. The ob- 
servation point is, of course, here at the center. 

One of the very interesting things about this is that it shows how 
sharp the boundary is on the rain band. That is, west of the radar 
there was no rain, the storm was not severe; but east of the radar you 
can see it is quite severe. It shows the center as it moves past the 
radar station at successive times. 
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These things we could not see a few years ago. The radar is also 
very helpful in identifying severe thunderstorms or tornadoes in the 
Middle West and Southwest. 

Mr. Suxes. Doctor, what is the scope of the area you have photo- 
graphed? How many miles is the radius? 

Dr. Retcuevoerrer. About 100 miles. The radar sees about 100 
miles on all sides. That is the radius. 

With the cooperation of the States in the Southwest and some of the 
universities, and by salvaging some obsolete radar equipment from 
the military services, which is no longer up to their standards, we are 
putting in with a very little cost—there is nothing in the estimates to 

rovide for it—a few radar stations in the Southwest to set up the 
ginning of a network of tornado-warning stations. 


FORECASTING BY ELECTRONIC COMPUTERS 


The other general item which I wanted to mention is the liklihood of 
forecasting by electronic computer. I mentioned that briefly last 
year. We have come a little ways further. 

With the cooperation of the military services and universities we 
hope that within the coming year we will have access to an electronic 
computer that will be the start of computing forecasts by mathematics, 
and that it will eliminate some of the things that have been left to 
the forecaster’s judgment, and the things which are so complex 
that the human mind just cannot evaluate all of them properly. 

That computer depends primarily upon a well-distributed network 
of these upper air stations that will give the conditions at three or 
more different levels, so that in effect you can dissect or trisect the 
ae ewe and see just was is developing at these representative 

evels. 

I believe that gives you a general picture, sir. 


ADEQUACY OF SERVICES 


Mr. Cievencer. Under this request you expect to do an adequate job, 
without any serious curtailing of essential weather reporting and 
forecasting ? 

Dr. Retcuetperrer. We feel sure that we can continue present 
services: they are already down to minimums. That is what we pro- 
pose to do. 

Mr. Crevencer. You also consider these improvements that are 
coming in, such as from the use of radar? 

Dr. Retcnetperrer. Yes. That will be a slow program, but we do 
not want to go too fast on it, because there will be further technologi- 
cal ate og arene If we freeze our design too soon it would cost more 
in the end. 


I think we have a good, logical, and substantial program which will 
be adequate 
Mr, Oohvuwens Have you any questions, Mr. Bow? 
Mr. Bow. No questions, Mr. Chairman. 
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WEATHER OBSERVATION STATIONS 


Mr. Coon. I should like to know how many of these weather obser- 
vation stations you now have. 

Dr. Retcnevberrer. The exact number as of today is 332. We ex- 
pect in a few other cases to be able to consolidate with CAA, and 
that number may be reduced a few more. It is pretty hard going, 
though; and examining place after place we do not believe that many 
more can be consolidated. 

Mr. Coon. It takes 5 men to man each | of those on a 24-hour-a- 
day basis? 

Dr. Retcnevperrer. Yes, if they are taking the observations and 
doing ordinary briefing work. If they are taking upper air soundings 
it takes 3 more, or a total of 8 men. 

Mr. CLevencerR. I imagine this precipitation you spoke about in the 
Middle West is not breaking any hearts out there, where the wells 
are dry. 

Dr. Retcretperrer. No; it is timely. 

Mr. Cievencer. It is welcome news to them. 

Dr. ReicHeiperrer. We hope that there will be a lot more. 


SEASONAL FORECASTS 


Incidentally, our 5-day and monthly forecasts are showing some 
improvement. They have been remarkably good this year. We 
‘annot expect accuracy all the time because there are too many things 
we cannot measure and do not know yet about the long-term trends; 
but those forecasts are of great importance to the farmers, so that 
they may have some prospect of knowing what the trends are and 
what the average precipitation will be a month in advance. We are 
doing everything we can to develop that. 

Mr. CLevencer. Mr. Rooney 


STATIONS CLOSED 


Mr. Roonry. In connection with the testimony of the Secretary a 
week ago, I requested a list of the Weather Bureau stations closed, 
which were mentioned in his testimony. This morning I find a state- 
ment from the Weather Bureau, to be inserted in the record, which 
would include the stations closed between July 1, 1948, and December 
31, 1953. 

I merely asked for the stations closed since January 20, 1953. 

Dr. Rercrretperrer. We will correct that. 

Mr. Rooney. I will, therefore, hand this back to you and ask you 
to let me have the list of stations closed since January 20, 1953. 

(The information referred to is as follows :) 


STATIONS CLOSED, JANUARY 20, 1953, To DecemBeER 31, 1953 


WBAS Akron Municipal Airport, Ohio. 
WBO Anniston, Ala. 

WBO Baker, Oreg. 

WBO Bear Mountain, N. Y. 

WBO Beaumont, Calif. 

WBAS Big Springs, Tex. 

WBAS Bowling Green, Ky. 

WBAS Butte, Mont. 
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SraTiONs CLOSED, JANUARY 20, 1953, TO DeceMBrr 31, 1953—Continued 


WBO Cleveland, Ohio (office at Fenn College). 
WBAS Ellensburg, Wash. 
WBO Orie, Pa. 

WBAS Galena, Alaska. 

WBO Gambell, Alaska. 
WBAS Joliet, Ill. 

WBAS Kelso, Wash. 

WBAS Melbourne, Fla. 

WBO North Head, Wash. 
WBO Oswego, N. Y. 

WBO Palestine, Tex. 

WBO Port Angeles, Wash. 
WBAS Raton, N. Mex. 
WBAS St. Paul, Minn. 

WBO San Pedro, Calif. 
WBAS Santa Catalina, Calif. 
WBO Tacoma, Wash. 
WBAS Troutdale, Oreg. 


COMPARISON OF 1955 BUDGET WITIT FORMER BUDGETS 


Mr. Rooney. I noticed that in your statement, Dr. Reichelderfer, 
which seems to refer principally to the findings of some commission— 
and how they should be binding on this committee is beyond my com- 
prehension—you make your comparisons with the year 1949. Now, 
in the year 1949, you had an appropriation of $2244 million. Why 
did you not make your comparison with 1945, when you had an appro- 
priation of $12.7 million and a small supplemental; or with 1946, 
when you had an appropriation of $12,140,000 and a small deficiency ¢ 
Why did you not make a comparison with those years ¢ 

Dr, Rercuevperrer. We can make a comparison with any year, sir. 

Mr. Roonry. Apparently you have taken, or the Weather Bureau 
has taken, figures which make you look good. If you analyze these 
figures they do not make you look good at all. 


REDUCTION IN NUMBER OF EMPLOYEES 


Now, with regard to employment, you intend to lay off in the coming 
fiscal year some 445 employees as compared with fiscal 1953; is that 
correct ? 

Dr. Reicuetperrer. Not 445 additional; no, sir. 

Mr. Rooney. You intend to lay off 445, do you? 

Dr. Rercuetperrer. The exact number—— 

Mr. Rooney. I am looking at page 1302 of the justifications, and I 
am taking the figure of 6,348 positions in 1953 as compared with 
5,903 positions in 1955. 

Dr. RetcHevperFrer. 1953 was last year. In fiscal year 1954, we are 
already down to approximately 3,904. 

Mr. Roonry. Doctor, will you please look at the figure of 6,348 in the 
first column on page 1302 of the justifications ? 

Dr. Reicuretperrer. Yes. 

Mr. Rooney. Please tell me if the total number of positions in 1953 
was not 6,348. 

Dr. Reicuevperrer. That is correct, sir. 

Mr. Rooney. Is not the number of positions contemplated, accord- 
ing to this budget for 1955, 5,903 ? 

Dr. Retcueiperrer. 5,903. 
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Mr. Rooney. Right. The difference between the 2 figures, I take it, 
is 445 positions. 

Dr. Reicuevperrer. That is right. 

Mr. Rooney. So that you will have 445 less in the coming year and 
you are going to give us better weather service; is that right‘ 

Dr. RetcnHetperrer. I did not say we were going to give you better 
weather service. I said we were trying to maintain essential services. 

The difference of four hundred some is as between last year and next 
year. 

Mr. Murray. There are 2 years there, Mr. Rooney, rather than 1. 

Mr. Rooney, I understand. I am comparing 1955 with 1953. 


RESERVE FOR SAVINGS 


What is this “Reserve for savings, $600,000” shown at page 1501 of 
Oe ee It is the second item in the last column to the 
right. 

Jr, RercneLperRFer. The reserve is made up of two parts. The 
Bureau of the Budget felt that a reserve of $300,000 was desirable in 
order to assist the Bureau in reducing to the lower figure for next year. 

Beyond that, the estimate presented by the Bureau and the Depart- 
ment for this year’s appropriation, 1954, was $26.7 million. Con- 
gress appropriated $27 million, but since our estimates had been 
based on the $26.7 million figure we felt that we could live within that, 
and the additional $300,000 was set aside for that purpose. 

Mr. Rooney. So that you have two $300,000 items? 

Dr. Rercuevperrer. In effect that is what it means. 

Mr. Rooney. Does that mean that $600,000 is going to revert to the 
Treasury at the end of fiscal year 1954, to wit, June 30 coming? 

Dr. Reicuevperrrr. It means that, with the possible exception that 
an unforeseen move, a transfer to Suitland, may require us to ask for 
some of the reserve in order to cover the transfer. 


EFFECT OF REDUCED BUDGET ESTIMATE 


Mr. Roonry. How much was the budget estimate for 1954, the 
Eisenhower budget estimate? 

Dr. Retcuevperrer. $26.7 mililon. 

Mr. Roonry. There was appropriated $27 million? 

Dr. Reicuevperrer. That is correct. 

Mr. Roonry. Now you come here and ask for $214 million less? 

Dr. Retcuetperrer. Yes. 

Mr. Rooney. You are going to give us comparable weather service? 


DISCONTINUANCE AND CONSOLIDATION OF STATIONS 


Dr. Rercuevperrer. Yes. Those items are covered in detail on page 
1304. Primarily they are the discontinuation of Weather Bureau 
funds for the ocean weather stations; and consolidations of stations 
whereby the CAA now takes observations at places where they can do 
so without interfering with their traflic duties. 

Mr. Rooney. The first time that was done was not in the past year? 

Dr. No. 

Mr. Roonry. That has been done before? 

Dr. Retcuetperrer. Yes. 


424 


Mr. Rooney. There is nothing new about that idea, is there? 
Dr. ReitcuevperFer. It is simply extended. 
Mr. Rooney. Surely. 


MACHINE TABULATION REPLACING HAND METHODS 


Dr. Reicue perrer. We are consolidating climatological section 
centers. Heretofore, before machine tabulation methods were de- 
veloped, we had a section center in each State. With the develop- 
ment of machine tabulation we can eliminate much of the handwork, 
und need only one supervisory official for every three States. 


REDUCTION IN EMPLOYMENT AND FIELD STATIONS 


Mr. Rooney. In your statement at page 3 you have a chart which 
shows that in fiscal year 1949 there were 4,727 man-years in employ- 
ment and 399 field stations. What were the comparable figures for 
fiscal year 1945? 

Dr, Rercuevprrrer. I am sorry; we will have to furnish that. 

Mr. Rooney. Do you have 1946? 

Dr. Reicnetoerrer, We have nothing before 1949 with us here, 

Mr. Rooney. Will you please insert the information for the years 
1945 and 1946 in this statement as it is presented for the record, so 
that we will have the picture beginning in 1945 and going down to 
1954. 

(The information requested may be found on p. 417.) 

Mr. Roonry. I think that is all. 


MILITARY METEOROLOGICAL SERVICES 


Mr. Cievencer. Were there Coast Guard and military appropria- 
tions which augmented the weather service during the war years, in 
the early 1940's, in 1945, and in 1946? 

Dr. Reicuevperrer. The Coast Guard received no funds for 
meteorology. They received funds for the ocean weather stations 
in sizable amounts. 

The Air Force and the Navy, since World War I, have always had 
specialized military meteorological units. They were set up on 
a perfectly sound price namely, that there should be at least a 
minimum of weathermen with the operating military units in the 
field where they could serve better in uniform than in civilian clothing 
or in civilian status. 

However, as Under Secretary Murray pointed out, during the war 
the demands for meteorological services increased so rapidly that the 
Weather Bureau was not able to provide all the observation stations 
for observation safety, not just for military purposes. The military 
services, since they had the funds, went into this field. 

That is where they agree and we agree there could be economies, if 
we pull this function all together into the basic network. 

e reason we have made this comparison with 1949 is that if we 
had used a previous year then we would have had to apply corrections 
for increased services and increased functions. Now, the comparison 
with 1949 is rather easy, because that is where we just about leveled 
off with the type of service we are giving now. 

Mr. Cievencer. Mr. Sikes? 


- 


INCREASED PREDICTABILITY OF HURRICANES 


Mr. Srxes. Doctor, I was interested in the pictures you showed of 
hurricanes taken from the radarscope. Would you tell us just what 
is accomplished by having those pictures. 

Dr. Rercnenperer. Yes. It is extremely important. 

Let me take, for example, a chemical company that is operating on 
the Gulf Coast. Whenever there is a hurricane approaching the 
plant has to shut down. That is a loss of operation of hundreds of 
thousands of dollars a day. 

Mr. Stxes. Well, I realize that. Are you telling me that you can 
predict the course of a hurricane more accurately as a result of the 
radar pictures than you could previously ¢ 

Dr. Retcuevperrer. That is it. I was coming to that point, sir. 

By having an exact map of what the hurricane is doing, of its char- 
acteristics, where it is, its shape, and where it is moving, then you can 
tell the chemical company or the people, “It will pass 50 miles from 
your location ; you do not need to worry,” or “It is coming too close for 
you to take a chance; you will have to shut down.” 

Mr. Srxes. Well, for a number of years you people have issued pre- 
dictions about the course of hurricanes. Are your present predictions 
considered more accurate than the previous ones ? 

Dr. Retcuevperrer. Definitely so. 

Mr. Srxes. The old predictions were not too accurate. They missed 
the course of the hurricane quite frequently. Now I take it you are 
able to predict with considerable certainty the course of a hurricane? 


LOSS OF LIFE 


Dr. RercHeLperrer. That is reflected in the decrease of loss of life. 
Lives are saved because you warn people and they get out of the way 
or take proper precautions. 

The average casualties from hurricanes has been reduced from, I 
think, around 400 per year to 10 or 12 per year, which is a tremendous 
decrease, if a decrease can be tremendous. 

Mr. Sixes. I do not recall a hurricane that has caused any appre- 
ciable loss of life in this country, since the one that caught some un- 
fortunate war veterans in a work project on the Florida Keys, and 
that was back about 1934, long before we had begun use of radar. 

Dr. Retcuevperrer. The figures I gave you are an average figure 
of 5 years, to average out the hurricanes. Hurricanes vary from year 
to year, but over a 5-year period you have a fairly reliable index. 

Mr. Sixes. I do not recall any appreciable loss of life from hurri- 
canes in many years. This was true before the use of radar. 

Dr. ReicHeLperFrer. There have been losses of life since then, for 
example, New England, 1938. 


IMPROVEMENTS PRIOR TO RADAR 


The improvement was before the adoption of radar; and you are 
quite right on that. Weather reconnaissance flights have helped, 
also. They have been in operation now for 10 years, but the radar 
refines it still more and makes it still more accurate. 

Mr. Sixes. It is important to accurately track hurricanes; there is 
no question about that. I am just interested in knowing what we are 
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getting for the cost. Do you feel it has definitely improved your 
tracking technique? 

Dr. Reicuetperrer. Yes. It is easy to see by following hurri- 
canes on the map. With the radar you know where they are. With 
the reconnaissance flights you know approximately where they are, 
but you did not have their boundaries. Before that we had to rely 
wholly on ship observations, and that is why the forecasts in the 
earlier period you mention were so inaccurate. 


TORNADO PREDICTIONS 


Mr. Srxes. Would you tell me, Doctor, what progress is being 
made in predicting the course of tornadoes. It is from the tornadoes 
that we have suffered by far the greatest loss of life and the greatest 
property damage; much more so than for hurricanes. What have 
you been able to do that is significant or promising about predicting 
the course of tornadoes? 

Dr. Retcnenperrer. There are three avenues of improvement. 
Each has been pushed quite actively. 

The first and the oldest is an analysis of the upper air conditions, 
the stability of the atmosphere based on the upper air soundings, 
radiosondes. That is, we know fairly well now that with a certain 
distribution of temperature or when certain limits are exceeded the 
air becomes so unstable that violent convection sets in and perhaps 
by atmospheric influences or perhaps by topography—probably by 
both—a whirl is started and the tornado results. 

That is a forecasting method. It is the synoptic meteorology 
approach. 

1e second method in point of time is the organization of a dense 
network, by this I mean observers distributed in a rather close net work 
in the direction from which tornadoes approach a populous area. 
We organize networks of that kind and call them “severe local storm- 
warning networks.” We did that during the war for protection of 
munitions centers and so on, as well as to warn the populace. 

In a few cases those networks have been able to give 15-minute or 
30-minute warning to the populace, and enable them to go to shelters. 
With that sort of a warning system, although it will continue, there 
are certain limitations. You have to see the tornado before you can 
issue the warning. 

The third is the radar, and it is still experimental for tornado track- 
ing. We can identify severe thunderstorms on the radar and follow 
the path. They have been identified 75 or 100 miles away, and if they 
are moving at 25 miles an hour that gives you a 4-hour forecast. 

The wo accurate forecasts of showers in the Washington area 
in the summertime, the thundershowers, are based on radar observa- 
tions. 

We think that there are special characteristics, individual char- 
acteristics, of tornadoes that can be identified on the radarscope. 
There have been 2 or 3 cases where there is good evidence that tor- 
nadoes have been identified. 
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SUCCESS OF CERTAIN FORECASTS 


Mr. Srxes. I recall 1 or 2 instances where the weather bureau did 
predict tornadoes during the past year in the areas where they later 
struck. 

Dr. Rercuetperrer. Yes. There were some very excellent forecasts, 
much better than we had any reason to believe could be made. 

Mr. Sixes. But you still do not have much certainty about those 
predictions; is that right? 

Dr. Retcuecprrrer. We forecast the Cleveland tornado. 

Mr. Srxes. How much warning were you able to give in that case? 

Dr. Reicuetperrer. In that case I believe it was 3 or 4 hours. There 
was an alert about 12 hours ahead, but 3 or 4 hours definite warning. 

We also forecast the area of the Detroit tornado; Flint and so on; 
and the Waco, Tex., tornado, and San Angelo. 

We missed the Worcester, Mass., tornado, ‘That was partly because 
the upper-air observations in that area were not sufficient and partly 
because it had been so long since a tornado of that kind had happened 
in Massachusetts that the forecasters could hardly believe it would 
happen, although they did predict severe thunderstorms. 

So the score was somewhat better than 50 percent on accuracy, 
rather satisfactory forecasting for tornado forecasts under present 
experimental limitations, 


SUFFICIENCY OF RESEARCH EFFORTS 


Mr. Sixes. The tornadoes are the worst killers and the greatest de- 


stroyers of property. Are you intensifying your efforts toward tor- 
nado research and tornado prediction ? 

Dr. Retcuerperrer. We are. Well, in research, of course, there 
is almost no limit to funds that might be put into projects. We think 
that the military services and the Weather Bureau and the universities 
are doing about all that can be done immediately. 

That is, research is a progressive thing. Perhaps we will learn 
enough this year so we will need more next year. To be a little more 
specific, one thing we are doing, in cooperation with Johns Hopkins 
University, is to study a water analogy to the conditions that set up 
a tornado. Now, we cannot use any more money over there because 
what we are doing now is progressing just as rapidly as it can with 
present knowledge. 

We could install a great many more radar sets. We might buy the 
latest radar sets, at $200,000 a set. I do not think that is desirable, 
because we want to develop sets that are designed particularly to fer- 
ret out the tornado. 

Mr. Srxes. Are you intensifying your efforts in the areas which 
have suffered most from tornadoes? There seems to be a certain area 
in the country which is more susceptible to tornadoes than other areas. 

Dr. Retcretperrer. We are. Oklahoma, Texas and Kansas, and 
Missouri to a certain extent, are the States involved. The radar nets 
are organized primarily in Texas and Oklahoma. We have had radar 
nets in Nebraska and Kansas, I believe. 

Mr. Lrrrie. There are four in Kansas. 

Dr. Retcuetperrer. Some of those in that Middle West area have 
been in operation now for 8 or 10 years. 
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PROPOSED ABSORPTION OF MILITARY METEOROLOGICAL SERVICES 


Mr. Sixes. I am not sure that I understood what Mr. Murray re- 
ferred to in his statement about avoiding duplication between weather 
activities of the military services and those of the Weather Bureau. 
I should like to have more information about that. Do I understand 
that more of the work is being turned over to the Weather Bureau, or 
is it the other way around? 

Dr. Reicuevperrer. During the war the military services took on 
basic observations in many places where the Weather Bureau simply 
did not have personnel and material to go into it. In most cases those 
facilities can be operated more cheaply under civilian administration. 

The military is willing for the Weather Bureau to take over stations 
of that kind. For example, in this country, in the continental United 
States, the Air Force and the Navy have probably 25 or 30 radiosonde 
stations. Now, most of those could be operated very well by the 
Weather Bureau. 

There are a few at special installations, like the Dahlgren Proving 
Ground, where they use data for ballistics purposes, where the Navy 
might continue to operate them. For the most part basic observa- 
tion is used by all meteorologists and not uniquely for military 
Sena Those stations should be operated by the Weather 

ureau. 


PRESENT STATUS OF PROPOSAL 


Mr. Srxes. Are you in the process of taking them over at this time, 
or is that proposed for the next fiscal year? 

Mr. Reicuetperrer. We are awaiting the study of the Hoover 
Commission and conferences with the military. 

Mr. Srxes. Actually you have not done anything so far, except to 
discuss the matter ? 

Dr. Rercuecperrer. That is right. 

Mr. Srxes. Then you have no specific proposals to submit to Con- 
gress at this time? This is in the planning stage? 

Dr. Retcuetperrer. That is correct. 

Mr. Sixes. That is all, Mr. Chairman. 

Mr. Rooney. I have another question or two, Mr. Chairman. 

Mr. Cievencer. Proceed. 


ADVISORY COMMITTEE REPORT 


Dr. RetcHe.perrer. There are copies of the report of this Advisory 
Committee on weather services, if the committee is interested. The 
weight of the recommendations of this committee comes from the fact 
that they had no ax to grind in building up a larger Weather Bureau. 
In fact, most of them believed they could recommend important cuts 
in the Weather Bureau. 

Mr. Stxes. If you take over the functions now performed by the 
military services, will it require additional funds for the Weather 
Bureau? 

Dr. Retcuetperrer. Yes, it will. 
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NET SAVINGS TO GOVERNMENT PREDICTED 


Mr. Sixes. But you think you can do it for less money than the mili- 
tary services are requiring for the job ¢ 

Dr. Retcuenperrer. We are sure of it. The purchases of our simi- 
lar equipment are lower for several good reasons. 

Mr. Sixes. Is the work now done by the military a duplication of 
your work, or is it work carried on in another field, or the same work 
in another area 

Dr. Retcnetperrer. In another geographical area; yes. 

Mr. SrKes. It is similar work, but not actually duplication of work 
you are doing? 

Dr. Retcne perrer. For the most part that is true; yes. There 
may be a few instances where we could consolidate. 

Mr. Sixes. Then if you could consolidate in some places, there ap- 
parently is some duplication ? 

Dr. Reicuevperrer. Yes. Otherwise, if we extrapolate the present 
methods of doing things to the needs of the future, it is just obvious 
that it becomes economically out of the question. 


INCENTIVE AWARDS IN THE DEPARTMENT OF COMMERCE 


Mr. Rooney. Mr. Worthy, last week you testified, 


We are revitalizing our suggestions system and our program of incentive 
awards. 


and I asked you this question : 


How much money is contained in this budget for incentive awards? 

Mr. Worrny. It is my understanding, Mr. Rooney, that there is no sum 
in this budget for incentive awards as such, but that if they are earned and 
granted that they must be found within the salaries and expenses appropriation 
of a particular bureau. I will check that. 

I have not found any note added to your testimony. 

I just came across Test year’s budget justifications, which show at 

age 1021 that in 1953 there was $350 under “Refunds, awards, and 
indemnities” divided as follows: $300 for awards for employees’ sug- 
gestions and $50 for tort claims. 

I am referring, of course, to the Weather Bureau. 

I find in this year’s justifications at page 1324 that the amount for 
“Refunds, awards, and indemnities” has been reduced to $300 to cover 
both employee suggestion awards and these tort-claim payments. Is 
that correct 

Mr. Wortry. Yes, sir. 1954 was $300. 

Mr. Roonry. Is all that I said correct? 

Mr. Worrny. That is correct. 

Mr. Rooney. So that it would appear that the matter of employee- 
suggestion awards is not being encouraged, but discouraged to the 
extent of at least $50; is that right? 

Mr. Wortny. That is in this particular Bureau. 

Mr. Rooney. Yes. Now, will you please look through the justifica- 
tions with regard to all the bureaus of the Department of Commerce 
and set forth at this point in the record a statement as to whether or 
not there is earmarked, as there is for the Weather Bureau, certain 
sums for “Refunds, awards, and indemnities.” 
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Mr. Wortny. We will insert that in the record. 
(The information requested is as follows :) 


Requests for refunds, awards, and indemnities, fiscal year 1955 


| | 
Employee 
Bureau ‘Total claims awinds 


Coast and Geodetic Survey 
Maritime Administration 
Bureau of Public Roads 


ADMINISTRATIVE COSTS 


Mr. Roonry. I just came across the statement that the Weather 
Bureau started postwar economies in 1946, made by Secretary Weeks 
in his testimony last week. That leads me to this question: Am I 
correct in my understanding of this proposed budget in this regard, 
that in the current fiscal year you have for administration the sum of 
$1,499,000, and in the coming fiscal year you propose to reduce that 
sum for administration to the amount of $1,417,500, or only to the ex- 
tent of $81,500, out of a $214 million gross cut ? 

Dr. Reicuevperrer. That is correct. 

Mr. Roonry. With regard to executive direction, you propose to 
reduce the amount for personal services at the top by the ameunt of 
$700; is that correct ? 

Dr. Retcne vperrer. That is our estimate; yes, sir. 

Mr. Rooney. That is all I have, Mr. Chairman. 

Mr. Cievencer. It might be interesting to have the record show the 
overall percentage of administrative costs. Will you please insert 
here the percentage cost for administration in these years we have 
used for comparison ? 

Mr. Rooney. We most certainly would like to have that in the 
record. In fact, you might insert it for the entire Department of 
Commerce. 

Mr, Gruss. I have it for the current and budget year, Mr. Chair- 
man. In both years it is 5.7%. In 1953 it was less than 6 percent. 
I will furnish a precise figure for the record. 

(The information is as follows :) 


Department of Commerce, ratio of administrative costs to total costs 


Costs Percent of 


adminis- 
trative to 
total 


Administra- 
tion ! 


$42, 429,870 | “$920, 376, 741 
36, 410, 957 889, 244, 826 
32, 865, 316 854, 575, 650 


' Administration and executive direction costs as shown in budget activity schedules and entire ‘Salaries 
and expenses, Secretary,” obligations. 
2 Total obligations as found on p. 5 of justifications. 


| Total? | 
Fisea! year: 
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Weather Bureau, percent of appropriation for administration 


Fiscal year: Percent 


Dr. Retcuevperrer. Thank you, Mr. Chairman. 


Tupspay, JANUARY 19, 1954. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
WITNESSES 


LOTHAIR TEETOR, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

JAMES C. WORTHY, ASSISTANT SECRETARY FOR ADMINISTRATION 

CARL F. OECHSLE, DEPUTY ASSISTANT SECRETARY FOR DOMES- 
TIC AFFAIRS 

CHARLES F. HONEYWELL, ADMINISTRATOR 

H. B. McCOY, DEPUTY ADMINISTRATOR 

NORMAN E. HATHAWAY, DIRECTOR, CHEMICAL AND 
DIVISION 

PHILIP G. ASHER, BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 


; 
1953 actual | 1954 estimate 1955 estimate 


| 
Appropriation or estimate (obligations incurred) } $7, 300, 000 
Comparative transfer from— 
“Salaries and expenses, defense production activities, 
Commerce” 
Reimbursable obligations_- 
“Technical and scientific services, - Office of the Secretary, 
Commerce”’___. 
“Departmental salaries ‘and expenses, Bureau of Foreign 
and Domestic Commerce”’ 
“Field office service, Bureau of Forei ign and Domestic 
Commerce” 


Total obligations... 7, 300, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 


$2, 251, 451 $233, 000 $164, 000 
. 4, 565, 052 565, 000 467, 000 
\ Industry divisions 3 13, 696, 609 3, 163, 000 4, 222, 000 
. Technical services 554, 138 391, 500 410, 000 
. Field services. ade einititaich 5, 774, 070 1, 965, 000 1, 965, 000 
. Defense Air Transportation “Administration. 85, 787 73, 000 72, 000 


26, 932, 107 6, 390, 500 7, 300, 000 


41956—54——28 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average le 


01 Personal services: 
Permanent positions 
Other positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal 

Travel__. 
Transportation of things. 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services... ..............- 

Services performed by other agencies 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities 
Taxes and assessments 


Total obligations 26, 822, 325 6, 317, 500 


ALLOCATION TO DEFENSE AIR TRANSPORTATION 
ADMINISTRATION 


GSERESE 


Total b 
Full-time ea! mn of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 


53 


Other positions 
Regular pay in excess of 52-week base 


Total personal services 
Travel 
Communication services 
Printing and reproductio 
Other contractual services _ 
Supplies and materials 
Equipment 
Taxes and assessments 


Total obligations 


ALLOCATION TO BUREAU OF MINES, DEPARTMENT 
OF THE INTERIOR 


Total number of permanent positions 
Average number of all employees. 


Average salaries and grades: 
schedule grades: 


OL Personal services: 
Permanent positions 
lar pay in excess of 52-week base 
Payment above basic rates 


Tota lobligations 


3, 746 754 871 
Snnvipeatiddkdsectighahubooeredalias $5, 605 $6, 516 $6, 529 
GS-8. 2 GS-9. 2 GS-9. 4 
eee. oe $4, 996, 050 $5, 758, 650 
padivdesnebadumbls 106, 893 22, 500 78, 000 
siiahighitpeaneted 40, 581 17, 550 22, 750 
48,725 4, 000 6, 300 
Other payments for personal 5, 628 900, 
23, 264,946 | 5, 350, 100 5, 865, 700 
665, 204 211, 100 348, 200 
14,174 3, 700 4, 200 ; 
710, 356 257, 000 266, 100 
60, 111 
499; 128 243, 500 293, 000 
| 197,711 59, 900 66, 400 
| 1, 280, 361 130, 000 302, 250 
63, 551 41, 300 67, 150 ; 
63, 393 10, 400 15, 000 
7, 228, 000 
14 6 6 
01 Personal services: 
$47, 371 $35, 850 $35, 
21, 344 21, 500 21, 
85, 787 73,000 | 72, 000 
$4, 929 
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by 


Object classification 1953 actual E 1954 estimate nate | 195 1955 estimate 


SUMMARY 


Total number of permanent positions. 
Full-time equivalent of all other positions 
Average number of all employees... 


Average salaries and grades: 
General schedule grades: 
Average salary... __. 60! 5. 520 
Average grade S-8.: 


Personal] services: 
Permanent positions 133, 578 5, 031, 900 5, 74, 300 
Other positions. 128, 73 44, 000 500 
Regular pay in excess ‘of 52-week base 40, 776 , 700 22, 00 
Payment above basic rates ¥ , 000 }, 300 
Other payments for perconal serv ices 5, 628 | , 000 


‘Total personal services ____ 358, 266 , 407, 600 023, 000 
Travel 221, 400 357, 900 
Transportation of things. 4, 174 3, 700 200 
Communication services. 2, 90: 259, 300 268, 400 
Rents and utility serv ices... 500 
Printing and reproduction 500, 88% 00 294, 800 
Other contractual services Ms, 700 

Services performed by other eas 3 as P , 280, 36 30, 302, 250 
Supplies and materials... M, , 650 
Equipment. . 
Refunds, awards, and indemnities.- 285 
‘Taxes and assessinents...._... ove aus 63, 653 | 10, 500 5, 100 


Total obligations 5 26, 982, 107 6, 300, 500 , 300, 000 


Analysis of 


1953 actual 1955 estimate 


Obligations incurred during the year , 800, 000 
Deduct unliquidated obligations, end of year. __. = "800, 000 


Total expenditures (out of current authorizations). .__. 6, 700, 000 


Mr. Cievencer. We will now take up the budget estimate for the 
Business and Defense Services Administration, page 64 of the com- 
mittee print and page 101 of the justification. We will insert pages 
101 and 103 for the record. 

(The pages referred to are as follows:) 


| | 
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Summary of requiremenis 


Appropriation, 1954 __ 
Comparative transfer from: 
“Salaries and expenses, defense production activities, Commerce” 
“Technical and scientific services, Office of the Secretary of Commerce” - 
“Departmental salaries and expenses, Bureau of Foreign and Domestic ‘Com- 
merce’ 500 
“Field office services, Bureau of Foreign and Domestic Commerce” 


Deduct: Reappropriation for 1954 costs incidental to reduction-in-force._____ 


Base for 1955 
Net difference, 1955 over 1954: 


Requirements ( | Difference, 


increase (+-) 
or 


1954 1955 
adjusted estimate 


Business and Defense Services Administration: 
Executive direction ‘ 
Staff services 
Industry divisions 
Technical services 
Field services 1 000 | 1, 965, 000 


Total Business - Defense Servi ices Adminis- 
tration 7, 228, 000 
73 72, 000 


7, 300, 000 | +1, 220, 500 +1, 229, 500 


6, 380, 500 q 
(00) 
—$45, 800 

—71, 000 
+1, 328, 800 ‘ 

+18, 500 
| 1, 280, 500 j 

—1, 000 

Gross 6,070, 500 | 

4 
7,300, 000 
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Mr. CLevencer. Will you proceed, Mr. Teetor? 
Mr. Textor. Thank you, sir. 


STATEMENT OF AssISTANT SecRETARY FOR Domustic AFFAIRS 


When I was here the other day discussing the Census budget, I 
told you that I thought it would be better if I deferred giving the 
general a of this whole job on domestic affairs until this time. 

So, I would like to lead off today by telling you a little about this 
job in domestic affairs. It has been changed somewhat in organiza- 
tion since you last heard about it. 

I know this subject is not new to you gentlemen but I think it 
might be well to review some of the things I am supposed to do in 
this job of domestic affairs. I find there are 13 things. If I go 
through those 13 things rather quickly to give you an idea of what 
the Business and Defense Services Administration is supposed to do 
and what the Office of Business Economics is supposed to do—that 
comes next—-— 

Mr. CLevencer. We are interested primarily in what they are 
going to do. 

Mr. Texror. Well, of course. 

It comes under the responsibilities of this office. I think these 
responsibilities may be of interest to you in leading into this subject. 

No. 1: Help to provide and maintain a national environment in 
which free competitive enterprise may start and grow and prosper. 
That is a pretty broad subject, of course, but we see that as one of 
our principal jobs, to maintain this national environment. Every- 
thing that we do leads into that principal subject, how can we help 
to provide this environment for good business which will help employ- 
ment and industry and the Nation as a whole. 

No. 2: Be prepared at all times to establish and operate the indus- 
trial regulations and controls that have been found necessary during 
war emergency. That is, allocations and control of strategic mate- 
rials, analysis of production capacity, survey of facilities, and so forth. 
That is one of the duties of BDSA. 

No. 3: Advise the Secretary on national policy and legislation affect- 
ng. commerce and industry. We get much of our information from 
BDSA Industry Divisions in recommending to the Secretary on 
matters of policy and legislation. 

No. 4: Reflect to all agencies of Government, including the Con- 
gress, the viewpoint of business. 

No. 5: Collect, interpret, and distribute national statistics. That 
comes under the Office of Business Economics and some under the 
Bureau of the Census. 

No. 6: Analyze economic trends and problems as a basis for stimu- 
lating growth and business stability. so, as a basis for helping to 
restore stability in the event of economic recession. There we can 
be of some help. 

No. 7: Provide a central responsible place in Government in which 
business may present its problems and viewpoints. There we have 
a function of BDSA again, which we will touch on a little later. 

No. 8: Advise the Secretary and other agencies of Government on 
the health of our business system. And we get the information for 
that from the Office of Business Economic again. 
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No. 9: Make available various kinds of technical and scientific 
information from source material collected throughout the world. 
That comes from the Office of Technical Services. 

No. 10: Promote adoption of product standards to eliminate waste 
and stabilize quality. That is another one in the Office of Technical 
Services, in the Commodity Standards Division. 

No. 11: Provide a network of field offices and branches through 
local chambers of commerce to act as distribution points for all data 
and services of the Department of Commerce. 

No. 12: Be alert to Government competition in the field of private 
enterprise and work to eliminate such competition whenever feasible. 
We are doing that constantly: finding out where Government is in 
competition with private industry and seeing whether that is the 
best way to do it or whether that should not be eliminated. 

No. 13: Cooperate with the Bureau of Foreign Commerce on export 
controls and import restrictions and policies, tariffs, development 
of foreign trade. That is not our direct responsibility but we work 
very closely with the Bureau of Foreign Commerce under Assistant 
Secretary Anderson on that phase of our job. 

In other words, our job is to help business to help itself and as we 
conceive our job here in Domestic Affairs, we should eliminate the 
services that we perform that business might be expected to do itself 
and we have found a few of those and encourage business to do the job 
itself and depend upon the Government as little as possible. 


MAJORITY OF DEPARTMENTAL SERVICES FOR SMALL BUSINESS 


Contrary to the opinion of cen 4 people, I have found that small 


business is our big business in this Department. The majority of the 
services of the Department are for small business. 

I just returned from two field offices last week. I was in the Los 
Angeles office and the Atlanta office. I asked those field office direc- 
tors what percentage of their business, the time of their staff spent on 
small business as compared to large business and they told me that 
about 90 percent of their time was spent on small business. They are 
the ones that have the problems that do not have departments to 
solve them. Big business has those. They rely on us for their basic 
figures for basic statistics, but from there on they pretty much run 
their own business, but little business can’t have those departments 
so they come to us for these services. 

Now, we need the counsel and advice of industry, large and small, 
and industry needs some of the services that only Government can 
provide. In Domestic Affairs, we are trying to make business feel 
very welcome in our shop, to come to us for any services that we should 
give to them, to give us advice wherever we need it so that we can 
constantly have the viewpoint of business. It is a two-way street 
where they help us and we try to help them in their problems. 


THREE COMMERCE AGENCIES PROVIDE BUSINESS SERVICES 


Now, we perform these services through three organizations. You 
have already heard our start on the census. The other two are 
BDSA and the Office of Business Economics. Each one of these 
organizations has its general manager or director er administrator, 
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depending upon what office it is, to give it a different term of a man- 
ager but it has a general manager and I want each one of these general 
managers to tell his own story about his own department. 


PRESENT BDSA EMPHASIS ON DEFENSE 


This morning we want to talk about BDSA. Now, BDSA is both 
an old and a new agency. It has within it the old Bureau of Domestic 
Commerce or much of the functions of that old Bureau, plus the func- 
tions that NPA had during the war. Those have been combined in 
this one organization, BDSA. They are both defense and nondefense 
functions. 

Now, we believe and we sincerely hope that over the years there 
will be a transition in the BDSA from the emphasis being placed on 
defense where it is now to the emphasis being placed on nondefense 
as we go along. It looks as though we may be able to do that but 
that is something for the future. The organization is set up so it 
can be changed gradually as the necessity comes to change it from a 
defense job to a nondefense job. 

There are nondefense duties and functions in there now, but, as I 
say, emphasis is on defense. 

The Administrator or General Manager of that organization, 
Business and Defense Services Administration, is not here yet, so 
would you like to take OBE next? 

Mr. Cievencer. We will discuss this general statement a little 
bit further, the background to it. 

Mr. Terror. Maybe Mr. Honeywell will be here by that time. 


DEFENSE PRODUCTION ACTIVITY 


Mr. CLevencer. How much of this item was appropriated for by 
this committee for the current fiscal year? We are talking about 
the BDSA. 

Mr. Terror. You are talking about BDSA? 

Mr. Cievencer. Yes. How much is for DPA activities? 

Mr. Terror. It is very difficult to separate those figures, Mr. 
Chairman. The total amount is $7,300,000 for the whole BDSA but 
so many of these people perform both functions that it is just impossi- 
ble to tell just what amount is spent for one and what is not. 

Mr. Cievencer. I think I expressed our concern the other day to 
the Secretary. When does the authorization for DPA expire? 

Mr. Nretson. Mr. Chairman, the Defense Production Act will 
expire on June 30, 1955. 

Mr. Trrtror. This budget expires the same date. 


NUMBER AND COST OF PERSONNEL 


Mr. Cievencer. What increase in personnel are you asking for 
and what grades are they? Have you got that? 

Mr. Tretor. I do not have those details. Mr. Honeywell has 
those and I would want him to discuss those with you but you can see 
that increase is in the Industry Divisions where we are definitely 
understaffed now. 

Mr. Nietson. Mr. Chairman, on page 103 of the budget justifica- 
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tions for BDSA, the average numbe positions for fiscal year 1954 
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is 762. In the 1955 estimate, the average number is 879—that is for 
the Business and Defense Services Administration. 

Mr. Cievencer. Is defense calculated in there? 

Mr. Nreuson. Yes, sir. 

Mr. CLeveNGER. What increase in personnel are you requesting? 

Mr. Nretson. Mr. Chairman, the full-time personnel services cost 
in 1954 is $5,053,600 and in 1955 it is $5,823,500. 

Mr. CLeveNGER. That makes an increase. Now aren’t you asking 
for something like 141 new employees? . 

Mr. Orcusie. One hundred and seventeen. 

Mr. CLevencrer. What grades are they in? 

Mr. Terror. Do we have that broken down into grades? 

Mr. Roonry. There are 141 in the Industry Division, are there not? 
One hundred and forty-one more in average employment? 

Mr. CLevencer. That is what I asked him a moment ago, if it 
was not 141? 

Mr. Terror. I am looking for the figures here. 

Mr. Niexson. It is 117 average number for the agency. 

Mr. Rooney. In the Industries Division alone it is 141, is it not? 

Mr. Trxror. Then some were taken out of the other divisions to 
make that. 

Mr. Roonry. Of course. One hundred and forty-one is the answer. 

Mr. CLevencer. | want to get this shaken down so we can look at 
it. 

Mr. Terror. Are you getting the figure 141, Mr. Rooney, from 
what page? 

Mr. CLevencer. We might put page 115 of the justifications into 


the record; that information might become interesting. 
(The information follows:) 
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Mr. Roonery. The Industry Division at page 115 reads plus 141. 
Is that the average number in personal services? 

Mr. Tertor. That is right. 

Mr. CLevenGrER. So the answer we want was not 117. It is 141. 

Mr. Coupert. Off the record. 

(Discussion off the record.) 

Mr. CLeveNGER. What is the average grade of your employees, Mr. 
Nielson? 

Mr. Nietson. Mr. Chairman, the average salary in the Business and 
Defense Services Administration in 1955 is $6,529. 

Mr. Cievencer. Now, why do you need the 141 additional posi- 
tions? 

Mr. Terror. Mr. Chairman, this is all in Charley Honeywell's 
organization. Could we talk about the Office of Business Economics 
at this time? Mike Meehan is here and if we could cover that and 
wait until Mr. Honeywell gets here, he knows all these answers. Well, 
here he is. 

Mr. Cievencer. Maybe we will get the answers at once and it 
makes a better record for us. That is what concerns me, these new 
gimmicks you have in here, the new divisions and when the date comes 
on these production matters 

Mr. Terror. We are trying to get the story in good condition so we 
could give it to you in a regular way so it would be quite under- 
standable. 

Mr. CievencerR. Do you know you will have more trouble digging 
out these personnel at the terminal date of defense production activi- 
ties than you will now. Cannot you identify what circumstances 
they are now employed? I have been trying to find out. 

Mr. Teeror. I think Mr. Honeywell can explain to you why it is 
impossible to say just how many people are on defense and how many 
people are on nondefense work. 

Mr. CLevenGcer. What we are afraid of taking on is something akin 
to that old bromide of mine that there is nothing so permanent as a 
temporary job in Government. When they create it there are ways 
devised of never having a terminal facility for that particular job 
for which they are employed. I think now is a good time to find out 
who is in defense production and who is in business or industry. 
There ought to be some sort of a division here. 

Mr. Treeror. There is some sort of a division and there are some 
divisions that are all nondefense. We can tell you what those are. 


NEED FOR ADDITIONAL PERSONNEL 


Mr. CLevenGer. Here is the thing: Just tell me, in a division where 
you have got a falling away of the duties of Defense, why is it necessary 
to put 141 more people in here and how many of them are going to be in 
Defense and how many in industry? 

Mr. Terror. That is what we are going to try to tell you. So, 
Mr. Honeywell is here now and he is the General Manager and 
Administrator of this BDSA so I would like for Mr. Honeywell to take 
over now and answer your question. 

Mr. CLevencer. Are these employees you are adding in the upper 
brackets? What level are these new employees? I have your general 
average here of $6,529. 
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Mr. Honeyrwewu. They will be on the average, higher technical 
skills and secretarial and other necessities. 

Mr. Rooney. Do you have a breakdown that might be inserted in 
the record at this time, showing the various GS grades, the number 
thereof, and compensation? 

Mr. Honeywe tt. Yes, sir. We have such a record with us here. 

Mr. Rooney. Put it in the record and that disposes of it. 

Mr. Asner. That is your green sheets. We have the green sheets 
which you have in your print copy. 

; Mr. Cievencer. This is your money you are making appearance 
or. 

Mr. Rooney. Why don’t we have the green sheets? 

Mr. Asner. They are already in the record. 

Mr. Rooney. Please insert the green sheets at this point in the 
record. That will dispose of the whole thing. 

(The sheets furnished later and referred to are as follows:) 


Salaries and expenses, Business and Defense Services Administration, detail of 
personal services 


Actual, 1953 Estimate, 1954 Estimate, 1955 


Num- Total Num- Total Num- Total 
be ber salary ber salary 


Departmental: 
Positions at rates in excess of $14,800; Ad- 
General schedule grades: 
Grade 18. Rate of $14,800: 

Acting Administrator. 
Assistant Administrator, facilities 
and construction 
Assistant Administrator, industrial 

and agricultural equipment 
Assistant Administrator, produc- 
tion and distribution controls. 
Assistant Administrator, program 
Assistant Administrator, technical 


Adviser 
Assistant administrator public rela- 
lations staff 


Grade 16. Range $12,000 to $12,800: 
Adviser 
Assistant administrator, adminis- 

tention........: 

Assistant chief counsel 

Grade 16, Range $12,000 to $12,800: 
Assistant director, division 
Chairman, appeals board 


assis 

Deputy director, division 
Direetor, division 
Director, small business 
Member, appeals board 
Special assistant to administrator___ 
Industrial specialist 


1 $15, 000 1 $15, 000 
1 14, 800 1 
Deputy Administrator. sal isle 1 14, 800 1 14, 800 1 14, 800 
Grade 17. Range $13,000 to $13,800: : 
Assistant administrator, small busi- 
Deputy assistant administrator 4 52, 000 1 
Director, division................... 10 130, 000 5 65, 200 5 65, 400 
Director, industry advisory com- : 
Director, field service amike 1 13, 000 1 13, 200 1 13, 200 
1 12, 000 1 12, 000 
Deputy assistant administrator, 3 
public information staff 1 12, 000 1 
ee 132, 400 17 205, 000 17 205, 600 ‘ 
1 12, 800 1 12, 800 
1 
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Salaries and expenses, Business and Defense Services Administration, detail of 
personai 


| 
Actual, 1953 Estimate, 1054 Estimate, 1955 


| 
Num- Total |N um-| Total Total 
| ber salary 


ber salary | ber salary 


Departmental——Continued | 
General schedule grades—Cont inued 
Grade 15. Range $10,800 to $11,800: 
Adviser... $10, 800 $68, 050 
Attorney adviser 34, 150 |. 
Attorney 
Assistant chief, branch_- 1 11, 800 
Assistant director, division —__- = 110, 000 11, 300 
Assistant deputy administrator. .__. 
Assistant to assistant administrator - 22, 100 
Assistant to administrator na 10, 800 
Assistant to the fleld 
service. as 11, 050 
Business analyst. 10, 800 
Business economist 44, 200 
Chairman, evaluation 
board a 11, 050 
Chief, branch... 238, 600 
Civil engineer. 10, 800 
Confidential assistant to the admin- 
istrator. - 5 11, 050 
Deputy director, field service. 11, 800 11, 800 
Deputy director, division... _. 87, 400 950 
Director, Air Transportation Divi- 
sion 
Director, division 
Director, technical services_. 
Exec’ utive direetor, appeals board 
Executive officer 
Executive secretary 
Industrial adviser. 
Industrial analyst_ 
Industrial specialist 
Information and editorial specialist 
Information specialist__ 
International economist______- 
Investigator 
Laboratory specialist 
Orders and regulations analyst... aoe 
Special assistant 
Statistician 
Grade 14, Range $9,600 to $10,600: 
Administrative officer. ...___. 
Assistant chief, 
Assistant director, division... 
Astenane | to the director, field serv- 
ee 
Attorney adviser 
Business analyst. 
Business economist 
Chief, branch. 
Chief, rogram co ordination 
Comm ttee secretary 
Deputy director, division 
Director, division. 
Educational analyst 
Executive 
istorian 
Industrial analyst 
Industrial economist... 
Industrial specialist ___ 
Information and editorial specialist 
Information officer 
International economist... 
Investigator 
Laboratory specialist 
Labor prot ist_. 
Metallurgist, production _- 
Orders and regulations anal yst___- 
Organization and methods examiner. 
Program analyst... 
Recording secretary 
Security officer 
Special assistant, liaison - 
Statistician 


o- 


10, 800 11, 050 
55, 250 44, 450 
11, 800 11, 800 


22,850} 2| 23,100 
22, 850 11, 800 


7 188, 600 | 166, 000 
1, 012, 50G 392, 500 351, 100 
10, 800 we 


10, 000 
39, 600 
10, 600 

9, 800 


9, 800 
“9, 800 


Sam 


1 | 

| 
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Salaries and expenses, Business and Defense Services Administration, detail of 
personal services—Continued 


Actual, 1953 Estimate, 1954 Estimate, 1955 


Num-| Total Num-| Total Num-| Total 
ber salary ber salar ber salary 


Departmental—Continued 
General schedule grades—Continued 
Grade 13. Range $8,360 to aks 
Accountant... 
Administrative officer 
Assistant chief, branch 
Assistant to administrator 
Attorney advise 
Business analy st 
Business economist 
Chief, branch__- 
Chief, section. 
Committee secretary 
Compliance officer, field service. 
Construction engineer. 
Deputy executive 
Employee relations officer. 
Industrial specialist . 313, 280 
Information specialist... 9, 360 
Investigator 68, 680 
Labor specialist 
Organization and methods examiner. 
Operations review officer_- : 
Orders and regulations analyst. 
Placement officer : 
Position classifier... 
Planning officer 
Records officer_- 
Statistician 
Technologist. __- 
Training officer 
Grade 12. Range $7,040 to $8,040: 
Administrative officer 
Attorney adviser 
Budget examiner 
Business analyst 
Business economist. 
Chief, section 
Communicati ions specialist. 
Construction engineer. 
Economie analyst 
Electrical engineer 
Industrial analyst 
Industrial economist 
Industrial specialist 
Information and editorial specialist 
International economist 
Investigator... 
Labor specialist. 
Lit rarian_.- 
Organization and methods examiner. 
Placement officer - 
Position classifier 
Printing and publications officer- 
Program reports officer 
Special assistant, liaison - 
Statistician 
Technologist 
Training officer. 
Grade 11. Range $5,940 to $6, 940: 
Administrative officer 
Attorney adviser 
Budget examiner 
Business analyst 
Business economist 
Chief, section 
Chief, summary writer 
Committee operating assistant 
Communication specialist... 
Construction engineer 


one 


18, 120 
7, 240 


7, 440 
15, 480 


Geographer 
Tilustrator 
Industrial analyst 
Industrial economist 


"95 | 161,900 | 24) 360 


sovevenensncty< 11, 880 | 1 5, 940 | 1 6, 140 ba 

| 11, 889 | 
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Salaries and expenses, Business and Defense Services Administration, detail of 
personal services—Continued 


Actual, 1953 | Estimate, 1954 | Estimate, 1955 


Num-| Total |Num-| Total |Num-| Total 
ber salary | ber | salary | ber | salary 


| 
artmental—-C ontinued | 
schedule grades—Continued 
rade 11. Range $5,940 to $6,940—Con. 
Industrial specialist $152, 700 | $32, 500 
Information and editorial specialist. 
International economist 
Investigator 
Labor 
Orders and regulations analyst..___. 
Organization and methods examiner 
Position classifier 37, | } 13, 280 
Space 5, | = 
Statistician ¥. 5, 940 | 30, 900 
Supervisor, correspondence unit_..-.|....__)___. | 6, 140 6, 340 
| 6, 40 6, 740 
Grade 9. Range $5,060 to $5,810: 
5, 305 5,935 |..... 
Administrative assistant__ 55,475 39, 670 
Attorney advisor. 
Business analyst , 36: } 5, 810 5, 810 
Chief, section 7 3 15, 930 |_. 
Corre: spondence specialist 
Employee relations officer | she : 
Industrial analyst , 38! 100, 885 69, 030 
Industrial economist 9 5, 060 
Industrial specialist. 9 0, 5, 810 10, 870 
Information and editorial specialist 2 
Librarian | 2 , 99% 11, 245 11, 376 


Organization and methods examiner 
Placement officer - mod 32, 485 
Position classifier  - | 
Record 87! | 5, 310 
Space analyst 5, 18! 5, 060 
Statistician 3, 7 23, 240 | 
Summary writer 4 72, 3 20, 740 
Training officer. } 5,185 
Transportation economist - 
Grade & Range $4,620 to $5, 370... » 7, 31! 39, 210 
Grade 7. Range $4,205 to $4,955. __ 
Grade 6. Range $3,795 to $4,545... 
Grade 5. Range $3,410 to $4,160... 
Grade 4. Range $3,175 to $3,655___ 
Grade 3. Range $2,950 to $3,430__ 
Grade 2. Range $2,750 to $3,230 ee 43, 140 | , 12, 520 
Crafts, protective and custodial grades: | 
Grade 5. Range $2,974 to $3,454 | 2, 974 | ‘eS 
Grade 4. Range $2,750 to $3,230 } 11, 960 | 5 
Grade 3. Range $2,552 to $3,032___ 226, 928 96 6, 140 


Total 31 | 25, 377,672 | 828 | 5,616,583 | 655 4, 125 
Deduct lapses 7,141,886 | 318 2, 01 6, 933 | 26 7, 075 
Net permanent, departmental (average | | 
number, net salary)... | 5, = x 4, 362, 050 
Other positions: Intermittent employ ment__|. | 7, 766 | | eieet 99, 500 
Regular excess of 52-week | 17, 370 
Payment ve basic rates: Overtime and | 
holiday pay 
Other payments for personal services: 
Payments incidental to reduction in | 
force 
Payments to other agencies for reim- | 
bursable details 


All personal services, departmental _- “18, 405, 505 4,485, 220 


) 
| 
) 
) 
| 

) 
) 

) 
} 
’ 
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Salaries and expenses, Business and Defense Services Administration, detail of 
personal services—Continued 


Actual, 1953 Estimate, 1954 | Estimate, 1955 


Num-| Total Num-| Total Num- Total 
ber salary ber ber Salary 


Field: 
General schedule grades: 

Grade 15. Range $10,800 to $11,800: 
Attorney 
Deputy regional director. 

District manager 
Economic analyst 
Regional director 

Grade 14. Range $9,600 to $10,600: 
Assistant to regional director 
Attorney ah 
Deputy regional director 
District manager 

Grade 13. Range $8,360:to $9,360: 
Administrative service officer 
Attorney 

Business analyst______- 
Compliance officer____- 
District manager 
Industrial analyst_ 
Information specialist. 

Grade 12. Range $7,040 to ents 040: 
Business analyst___- = 
District manager _ 

Deputy administrative service of- 
cer 

Industrial analyst _ 

Investigator (compliance) 

Information specialist... 

Grade 11. Range $5,940 to $6, 940: 
Business analyst 112, 620 
Administrative analyst 
Industrial analyst _ 
Information specialist 
Investigator (compliance) 
Personnel assistant 

Grade 9. Range $5,060 to $5,810: 
Administrative assistant 
Attorney 
Business analyst 
Industrial analyst_ 
Investigator (compliance). 

Grade 7. Range $4,205 to $4,955 

Grade 6. Range $3,795 to $4,545 

Grade 5. Range $3,416 to $4,160 

Grade 4. Range $31 75 to $3,655........-. i, 155, 635 

Grade 3. Range $2,950 to $3,430. 829, 3 

Grade 2. Range $2,750 to $3,230___.._._- 39, 620 

Crafts, protective, and custodial grades: 

Grade 3. Range $2,552 to $3,032 10, 928 |_- 


Total permanent, field 7, 942, 178 , 763, 1, 477, 670 
Deduct lapses 616 | 3,044, 386 A 45, 420 


Net permanent, field 4, 897, 792 ; 1, 432, 250 
Other positions: | 
Temporary employment 23, 856 
Intermittent employment 17, 115 
Regular pay in excess of 52-week base _- 8, 183 
Payment above basic rates: 
Overtime and holiday pay 337 
Additional pay for service abroad 5, 478 


4, 952, 761 1, 437, 780 
| 5, 923, 000 


$23, 100 


BN oN 


Mr. Roonny. The green sheets would show these 141 positions, the 
GS rating, the compensation and number of employees? 

Mr. AsHer. It would set each one out separately. 

Mr. Terror. Would it not be logical to find out first what this 
organization does in detail, give the functions of it, Mr. Chairman, 
and then after you know the functions 


| 
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All personal services, 
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Mr. Rooney. I do not know whether vou are trying to change the 
subject or not, but it is highly important for this committee in order 
to decide whether or not it is going to allow vou 141 new employees 
in the Industry Division, to have the facts with regard to it at this 
point in the record. 

Mr. Nreitson. Mr. Chairman, we will insert in the record the mate- 
rial which you have requested. 

Mr. Rooney. All right. 

(The material referred to is as follows:) 

The increase of 141 represents the difference between the average employment 
in 1954 and the average employment in 1955. Consequently, it is not possible to 
identify this difference in averages by specific positions. The breakdown of the 
inerease in average employment of 141 appears in response to a further question 
on this subject discussed subsequently in the testimony 'and indicates the distri- 
bution by Industry Division of the increase. 


TECHNICAL AND SCIENTIFIC SERVICES 


Mr. CLevenGcer. Now, for instance, technical and scientific services 
used to be a separate appropriation. It is now incorporated im this? 

Mr. Honrywe Yes, sir. 

Mr. Cievencer. How much are you requesting in the budget for 
that activity? 

Mr. Roonry. Page 101, $410,000. 

Mr. CLevencer. That is approximately 100 percent over the 
current fiscal year, isn’t it? 

Mr. Oxucusue. No, that takes in other agencies that were formerly 
shown elsewhere such as Area Development, Commodity Standards 
Division, National Inventor’s Council, Technology Division and 
Trade Associations. They now are all in the Office of Technical 
Services. 

Mr. CLevencer. It is difficult for us to try to get a picture. 

Mr. Orcusie. Maybe if you would allow Mr. Honeywell to start 
off he could give you a picture of how BDSA is set up now as compared 
to how it was set up. 

Mr. Cievencer. Do you want to make a statement on that? 

Mr. Honrywe.t. Yes, sir. 

Mr. CLevencer. You may proceed. 


GENERAL STATEMENT ON BustNess AND DEFENSE SERVICES 
ADMINISTRATION 


Mr. Honeywe.t. I have a printed statement which I will either 
read if you wish or submit for the record. 

Mr. CLevenerr. You may submit it for the record. 

(The statement referred to is as follows:) 


In discussing the requirements of the Business and Defense Services Adminis- 
tration it is important first to recognize a new concept in the discharge of the 
Department’s basic responsibilities which is made necessary by uncertain world 
conditions which affect the operation of our economy. The Communist threat is 
still a real one despite the efforts of the President and our national leaders for 
peace, On the other hand, we must cope with the problems of an expanding 
economy and do everything in our power to minimize the effect of the unstable 
factors resulting from these outside influences. As a consequence, the BDSA has 
dual funetions which I will discuss separately. 

First, we have the imposing task of continuing work for the fulfillment of our 
goals to round out our mobilization base so that this country will be prepared for 
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any emergency. Congres recognized this reality and the importance of this 
activity by accepting Reorganization Plan No. 3 creating the ce of Defense 
Mobilization. This reorganization plan authorized the Director of the ODM to 
delegate the functions of defense mobilization ‘‘to be performed by the head of any 
agency of the executive branch of the Government or, subject to the direction and 
contro] of any such agency head, by such officers, employees, and organizational 
units under the jurisdiction of such agency head as such agency head may desig- 
nate.’’ The Director of ODM has delegated major functions relating to mobili- 
zation of industry to the Secretary of Commerce, who in turn has designated the 
Business and Defense Services Administration to perform them. 

In general, I see as our most immediate task the development of adequate plans 
to reduce the time lag that we have experienced in the past for achieving full 
mobilization, All of us are aware that at least 2 years were required for the 
development of a satisfactory system for marshaling the industrial production of 
this Nation in the prosecution of World War II. With the outbreak of hostilities 
in Korea, despite the fact that there was immediately available in the Department 
of Commerce a nucleus of industry divisions in the former Office of Industry and 
Commerce, it required the National Production Authority over 1 year to effectively 
install a system for meeting the requirements of the Korean war. 

Twice we have found ourselves in a war with our industrial machine unprepared. 
Twice we have had to delay the military action to get time to blueprint and build 
an industrial machine which could meet the demands of the military effort. 
Twice we have been given time to do this. I do not believe that the next time, 
and I fervently hope there will be no next time, we will be given a year to tool-up 
our industry and install a system for changing over our productive capacity from 
civilian to military production. 

In short, in both World Wars I and II, Government had neither the facts nor 
the knowledge nor the trained officials for making the decisions necessary to change 
the flow of materials and products from civilian production to military production. 
This we hope to change in the programs which are set forth in the justifications 
which you have before you. 

I know that it is apparent to you that to set up a separate emergency group 
which would concern itself solely with mobilization programs would constitute 
a duplication of effort with any organization dealing with business and industry. 
For example, we must have at all times an accumulation of basic data which makes 
available to Government the facts that we must have concerning the nature and 
structure of our industry, the production, supply, and consumption of basic 
materials, and many other important items of information about our industrial 
potential.. Yet, while these data are essential to industrial mobilization for a 
military effort, they are equally important for carrying out the basic responsibilities 
for the Department of Commerce for fostering and promoting industry and com- 
merce. It is therefore logical that one agency, such as the BDSA, have a group 
of strong industry divisions to carry out the basic statutory responsibilities of the 
Secretary of Commerce and the current mobilization program and industrial 
mobilization preparedness functions delegated to him by the ODM. 

These divisions will be staffed with commodity specialists who have backgrounds 
of experience in industry and Government. Industry is furnishing without charge 
(WOC) industry personnel to supply current knowledge of industry techniques, 
production methods, capacity, and problems. It is estimated that there will be 
an average of 55 such WOC employees on duty with the industry divisions at 
all times; however, the personnel will be changing as the employees will be on 
loan from industry for intervals of approximately 6 months. It is anticipated 
that by this method, we will not only be able to acquire complete industry co- 
operation, understanding, and the application of all of industry’s facilities to the 
problems of mobilization readiness, but that we will also be training a reserve 
staff of responsible officials within industry who will be available in the event of 
another emergency. I say anticipated, but it is a fact that industry has been so 
responsive to the BDSA program that it is now providing us with 20 keymen who 
are serving full time without compensation from the Government. And I am 
frank to say that we never could have reached the operational levels we have 
attained in so short a time without the aid of these industry leaders and the co- 
operation of their companies. 

The budget estimate of $7,300,000, which you have before you. includes an 
amount of $4,222,000, or 58.4 percent of the total requirements, to finance 25 
industry divisions for this purpose. 

Approximately $410,000, or 5.7 percent of the tha | eh abecerey is requested to 
finance the assembly and dissemination of technical information. This activity 
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referred to in the budget schedules as ‘‘ Technical services’”’ is not a new activity 
in that it has appeared in the budget of Foreign and Domestic Commerce pre- 
sented to your committee in previous years, 

For the field services activity, there is included an amount of $1,965,000, or 
27.2 percent of the total estimate, which is to finance a Department of Commerce 
field office program previously presented to your committee in the Foreign and 
Domestic Commerce budget. Although we have embarked upon a very active 
program of establishing cooperative offices in cooperation with approximately 
900 chambers of commerce and similar organizations, no increase is requested in 
1955 for this activity. 

You will notice also that $467,000, or 6% percent, is provided for an activity 
entitled ‘Staff Services.” Actually, most of the personnel included in this ac- 
tivity are engaged in operating functions; however, in view of the fact that they 
are performing activities on programs which cross more than one, or all industry 
divisions, it is necessary for them to be organizationally independent of the in- 
dustry divisions. Included in this activity are trained technicians on the various 
industrial mobilization programs such as stockpiling, allocation and production 
controls, scrap and salvage, plant protection, and other mobilization readiness 
programs; also included are such operating functions as centralized review and 
issuance of priorities and directives, secretariat services to industry advisory 
committees, and industrial security. In addition, there is included under this 
activity the Office of Small Business which coordinates the regular activities of 
the Department of Commerce with the Small Business Administration and the 
Office of Distribution which has the responsibility for both industrial mobilization 
programs and promotion and fostering of industry and commerce with respect 
to the distributive trades. 

The fifth activity included under the Business and Defense Services Adminis- 
tration, ‘Executive direction,’ includes the staff of my immediate office, my 
Deputy and the Executive Officer. 

It should be noted that administrative services required by the BDSA such 
as personnel, space, procurement, printing and reproduction, distribution, aecount- 
ing, and similar services, are provided by the appropriate components of the 
Office of the Secretary. 

I should add one further thought with respect. to the organization of the 
Business and Defense Services Administration. Prior to the establishment of 
BDSA by the Secretary on October 1, 1953, the department order was cleared 
with the Bureau of the Budget, the Office of Defense Mobilization, the Depart- 
ment of Defense, and the White House. A number of changes were made to 
incorporate the suggestions of these reviewing authorities. The budget estimates 
have been carefully reviewed and approved by the Bureau of the Budget and 
the defense activities proposed to be carried on as set forth in these justifications 
have been approved by the Office of Defense Mobilization. 

I believe that the amount requested is the minimum which should be appro- 
priated for these purposes. I am confident that the present staff is inadequate 
to discharge the responsibilities assigned to us. As of December 31 we have 
732 per annum employees, 108 fewer employees than we had in August of 1950, 
when our activities were confined to the basic responsibilities of the Department 
of Commerce for fostering and promoting industry and commerce. We now 
have the additional continuing defense responsibilities delegated to the Depart- 
ment by the ODM and carried over from the predecessor organization, the Na- 
tional Production Authority, as authorized by the Defense Production Act of 
1950. The requested increase for 1955 will be expended to provide an average 
personnel strength of 865, just 25 more than the 840 employed in August of 1950, 
and represents the minimum which, in my opinion, will be effective. 


RESPONSIBILITIES OF BDSA 


Mr. Honnywe.t. I would like to also tell you in a few brief words 
the background of BDSA. It was founded on October 1, 1953, after 
being carefully checked into by the Bureau of the Budget, Department. 
of Defense, Office of Defense Mobilization and the White House. 
It carries two major responsibilities, carrying forward of the residual 
defense programs and the continued services to business, 
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The Defense responsibilities are set up, as you so well know, under 
the Defense Production Act of 1950. They include the processing of 
directives for Department of Defense and the AEC programs. 

They also represent the responsibility of being ready to move into a 
position to control and direct the utilization of material should another 
emergency arise such as Korea and a long-range defense materials 
system which will be presented to the White House and to other 
necessary agencies within a period of less than 6 months. 

Under the mobilization base program which again, as you know, is 
a part of the National Defense Act of 1947, and Reorganization Plan 
No. 3, we take orders from the Office of Defense Mobilization. Part of 
that type of work is exemplified by expansion goals, tax amortization, 
national stockpile, industrial evaluation board, continuity of produc- 
tion, plant protection, mobilization deficiencies, and so forth. That is 
divided across the board of all of the work of BDSA in advising the 
Office of Defense Mobilization. 

Under services to business, that comes under the basic charter of 
the Department of Commerce, I think, dated approximately 1903. 
All of these services are performed by 25 industry divisions. They 
serve the defense, the mobiliehtion, and services to business, because, 
in our opinion, it is the most economical way to serve all of the re- 
sponsibilities that are presently placed on the Department of Com- 
merce and Mr. Weeks. 


INDUSTRY DIVISIONS 


The plan of having industry divisions is not new. This was 
established back in the twenties under Mr. Herbert Hoover when he 
was Secretary of Commerce. These industry divisions were available 
in the Department of Commerce prior to Korea and became the 
nucleus of the NPA. Some 350 people were taken from the De- 
partment of Commerce to form NPA and they represented industry 
divisions. 

The request for appropriation for these 25 industry divisions is 
$4,222,000 which is 58.4 of our requested budget; technical services, 
a service to business, is $410,000 or 5.7 percent; field service, 
$1,965,000 or 27.2 percent; staff services, $467,000 or 6.5 percent, 
and executive direction, $164,000 or 2.2 percent. 

These industry divisions are extremely interesting operations. They 
are in most cases headed by a man from industry who serves without 
compensation. The men are brought in because of their technical 
skill, their knowledge of the problems of that industry. They are 
primarily set up to serve at the present time in the defense activities 
assigned to the BDSA through the Office of Defense Mobilization 
which, as you know, is part of the White House arm. We do not 
originate any services under the defense sphere in our own shop. 
We merely do the spadework as the signals are called for us by the 
quarterback which is ODM. Im all of these specific activities, our 
advice through these industry divisions is required. ODM makes the 
decision as to whether they will be followed or not. ODM does not 
choose to have industry divisions or industry conferences but they 
request BDSA to render that service for them so that they may 
have the contact with business, know their potential capacity, know 
the technical details of stockpiling, tax amortization, ‘sod so forth. 
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We have here to present to you certain charts which we think will 
show you more clearly than anything else what it is that we are 
attempting to accomplish here. 


ORGANIZATION OF BDSA 


The first chart, gentlemen, is simply a general chart of Business 
and Defense Services Administration. As ya it, it comes through 
the Secretary to the Assistant Secretary to the Administrator and 
then it goes on through three Assistant Administrators, all of whom 
are without-compensation men loaned us from industry. Then we 
go off into the Office of Technical Services, Office of Small Business, 
Office of Distribution, and then we have some 25 industry divisions, 
who in turn head up back through the Assistant Administrators; and 
then, polievwise, come back through the Administrator and on to the 
Assistant Secretary. 


REASONS FOR INCREASE IN BUDGET FOR 1955 


We have here also a chart which, in our opinion, is the most im- 
portant of any that we can show you. You are, of course, concerned 
as to why it 1s that we are asking approximately $1 million increase 
in the face of the apparent reduction in defense activity. I will 
answer that, gentlemen. Our answer to that, gentlemen, is the fact 
that at the present time we neither have funds nor personnel to dis- 
charge in full the responsibilities which are presently being given to 
us in the way of service to the Office of Defense Mobilization and 
other activities. 

In 1950, in September, when it was decided to have an NPA, there 
were 840 per annum employees in the Department of Commerce doing 
comparable work to that which we are still obliged to do today; 350, 
approximately, individuals representing industry divisions were 
immediately taken out of the normal service to business section of the 
Department of Commerce and formed the nucleus of NPA. NPA, as 
you can see, skyrocketed. We went up to a total of 6,606 per annum 
employees, 6,700 including WAE’s—when actually employed—they 
are consultants—and with the use of WOC’s, without compensation, 
we went as high as 6,938 employees. As you can see, as rapidly as 
the need for controls was eliminated, down came the personnel. The 
net result, though, of living within the budget which was assigned 
to us for the fiscal year 1954, we wind up as of December 1, with only 
694 per annum employees doing the work for which 840 have been 
financed in 1950, for service to business alone, and in addition we 
have the continuing responsibilities of this load which we inherited 
from NPA written into our charter and our organization. 

Now, that is perfectly all right. We have not come back for a 
deficit appropriation. It would be too late to make it possible for 
us to materially alter the operations of these divisions or our work 
for the balance of the 1954 budget. We believe that a minimum for 
doing the assigned responsibility will be to take us to a total of about 
865 per annum employees—this figure is 871, but that includes 
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WAE’s, and there are about 6 of these and so our net regular employees 
would be approximately 865 as against an original number in 1950 of 
840. The difference of 25 would carry the difference of the responsi- 
bility which we have inherited from the whole NPA program. 

Mr. Couprert. Off the record a moment, Mr. Chairman. 

(Discussion off the record.) 

Mr. Honrerwe.u. I would be happy to have it on the record. [ 
came with Secretary Weeks as a special assistant on January 20, 1953. 
I have worked with him as a special assistant until the formation of 
BDSA. He had the courtesy and expressed the confidence that he 
felt that I could handle this organization and I have been on the ball 
actively for about 2% months as the Administrator of BDSA. I want 
that on the record only to indicate that I am not afraid of my responsi- 
bility but I am afraid that there are some minor points that I still do 
not know all the answers to. 

Mr. Roonrr. You are not afraid that that statement is too modest, 
are you? 

r. Honrywe... I do not think it is too modest. 

We cannot and do not attempt to speak for the justification or 
otherwise of this NPA area here. That is not the purpose of this 
chart. The purpose of the chart is to show the steps of dehydration, 
if you please, of a defense agency. We are now down doing the job 
with substantially fewer people-—to be exact, 146 prez less than we 
started in 1950, which appropriation was approved by this committee 
and by the Congress. 


BIOGRAPHICAL SKETCH OF ADMINISTRATOR HONEYWELL 


Mr. Bow. Mr. Chairman, may I interrupt the gentleman? Since 

ou have made your statement for the record about recently coming 
into Government, would you please give us some of your own per- 
sonal background? 

Mr. Honeywe .t. I was born in California in 1898. Also, for the 
record, I have 15 grandchildren. I am awfully proud of that, too. 
I attended the University of California, broken into by a stretch in 
the Air Service as a pilot in World War I. Graduated from the 
University of California in 1921. Went into the publishing business, 
with my father, and was business manager of a farm peret until 1926. 
From 1926 to 1933 I owned my own wholesale plumbing and heatin 
supply business in Oakland, Calif. In 1933, I moved to Hawaii an 
worked for 2 years with Honolulu Iron Works, a general supply house 
in Honolulu. Then in 1935 I moved over to C. Brewer & Co., one of 
the large sugar factoring agencies in the Territory of Hawaii and 
worked up from a lesser position to a vice president of that organiza- 
tion. In 1947, I went to Hilo as president of Hilo Transportation & 
Terminal Co. to rebuild the facilities which had been destroyed by 
the tidal wave of 1946. 

Mr. Roonry. You might be a friend of my friend, Col. Harold 


Mr. HoneyYwe tt. I know him very well. He was another vice 

president of C. Brewer & Co. 
Then in 1949 I locked horns with Harry Bridges in shipping strikes. 
Whether I was 0 or wrong is immaterial. I refused to compromise 
when they found that they had to compromise with 


the issue, and 
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what I considered to be an out-and-out Communist movement, I 
resigned because I could not continue to be the head of that organiza- 
tion in the face of all the statements that I had made publicly as to my 
refusal to compromise. I left Hawaii in 1949, purchased a plantation 
in South Carolina and have operated it for 2 years for the benefit of 
my youngest son who wanted to be a farmer. When the children 
arrived, he changed his mind. I changed mine because I did not want 
to be stuck with it. I sold the property, paid Uncle Sam a capital 

ains tax, and I was available to assist Mr. Weeks in his efforts in the 
Departinant of Commerce. I think that brings us up to date. 

Mr. Bow. Thank you very much, sir. 


PRIORITY LIST OF PROJECTS REQUESTED BY ODM 


Mr. Honreyrwe t. This is the story—may I return to the chart— 
this is the story of our personnel situation in the BDSA, Department 
of Commerce. We are not asking for an increase over a working 
organization. You have in your records, or your staff has, an ex- 
change of letters between the Secretary of Commerce and Dr. Flem- 
ming of ODM in which he has specifically assigned responsibilities. 
The response was that the Secretary has accepted those responsibili- 
ties up to the copay of the staff which he presently has to do that 
job. As a result, ODM has given us a priority list, the things they 
want done first but they want the others done as quickly as we can get 
on the ball. 

Now that, gentlemen, is why we have to ask for an increase. I was 
not on board; I was not in a position to testify as to why this sum that 
was allotted to this organization in, I believe July or August of 1953, 
was determined. I know nothing about that. e have in fact lived 
within the sum which you gave us to work with. We have in fact more 
than liquidated NPA. If, Mr. Chairman, that answers the question 
that you raised when I first came in, that this is no longer a defense 
organization as this represents up here, this is a continuation of 
activities of the Department of Commerce, but with strong continuing 
defense and mobilization responsibilities. 

Mr. Cixevencer. Which is the best answer I have heard. 

Mr. Honrrwe.u. Thank you, sir. 


DIVISION BETWEEN DEFENSE AND BUSINESS SERVICES 


Mr. Couprrt. Mr. Chairman, I wonder if I may point out to Mr. 
Honeywell that as I read his justification, there are set forth 11 points 
intended to describe the functions of the industry division. Mr. 
Honeywell, you just said that you had completely liquidated NPA, 
the green mountain on the chart; yet, this shows that six, to wit, more 
than half, seem to be directly and exclusively connected with some kind 
of defense operation. 

Mr. Honerwe.u. That is correct, sir. 

Mr. Coupert. It seems to me under those circumstances your 
division ought to be able to give us a fairly precise background or 
breakdown which the chairman requested, of just how much of your 
personnel and time and expenditure is devoted to this defense opera- 
tion. 
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Mr. Honeywe.u. Mr. Coudert, we have attempted todo that. We 
have given the Bureau of the Budget and the Bureau of the Budget 
has forwarded to your committee our guesstimate—now please re- 
member it is only a guesstimate, because there is no other way for us 
to arrive at it—of sixty-five percent-35 percent. 

Mr. Couprerr. 65 percent for defense operation? 

Mr. Honeywe wv. For defense operations. Thirty-five percent for 
service to business within the divisions. But when we gave that to 
the Bureau of the Budget, we said, “Gentlemen, this is only a guess 
because a division is a division. The division must be complete 
to render either service.” 

Mr. Couperr. In other words, let us not argue about 3 or 4 percent 
one way or the other. Obviously, that involves a certain amount of 
estimating. But the net result of all this is that at least 50 percent or 
65 percent of the work of this agency as to which you are testifying is 
devoted to maintaining some kind of a skeleton organization for the 
purpose of facilitating mobilization of industry in the event of another 
war, 

Mr. Honeywe That is correct, sir. 

Mr. Couperrt. For all practical purposes, if there is not another 
war we may go on another 20 years maintaining this organization 
against the possible hazard. 


PERSONNEL IN INDUSTRY DIVISIONS 


Mr. Worrtuy. I would like to underline one of the points that Mr. 
Honeywell made, that that 65-35 breakdown applies only to the 
industry divisions. 

Mr. Couperr, lL understand that. That is what I am asking about. 

Mr. Worruy. It does not apply to other staff services which are 
also incorporated. 

Mr. Coupert. That applies to the division as to which you are 
requesting an increase of 141 in personnel over 1954. Apparently, 
your present employment in that division—I have it here—your 
present employment as of October 31, in your justification—what is 
your justification page? 

Mr. Honeywe tu. That is 303, sir. 

Mr. Nretson. In the industry divisions. The total employment for 
BDSA as of October 31, 1953, is 705. 

Mr. Asner. Page 115. 

Mr. Covperr. Your industry division in 1954, your industry divi- 
sion in the justifications table at page 115 had a number of 519 for 1954. 

Mr. Nietson. That is correct. 

Mr. Coupert. You only have three-hundred-some now? 

Mr, Nrevson. In 1955 there is an average number of 463 for the 
industry divisions while the actual employment as of October 31 is 303. 

Mr. Covperr. So you are asking for an increase of 160 over your 
October 31 employment. 

Mr, Nietson. There is an average increase of 141 positions in the 
industry divisions. 

Mr. Couperr. That is your increase from average to average in 
2 years? 

"Mr. Nretson. That is correct. 
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Mr. Coupert. But you said you had 303 present employees 
operating the division. 

Mr. Nievson. That is correct, sir. 

Mr. Couperr. And you are planning to have for the next fiscal 
year an increase to 463 which is an increase of 160 over your actual 
present payroll. 

Mr. Nievson. That is right, sir. 

Mr. Coupert. Well now, is the division not operating at all at 
the present time? 

Mr. Honerwe-t. It is operating only to a partial extent of the 
workload which has been requested of us, sir. We cannot do the job 
that Dr. Flemming has asked us to do during the balance of our 1954 
fiscal year. 


ESTABLISHMENT OF PRIORITY OF PROJECTS 


Mr. Couprert. Who determines the importance or necessity of 
Dr. Flemming’s request. Do you take anything that Dr. Flemming 
gives to you? 

Mr. Honerweti. We have asked him to give us a priority list: 
Which jobs do you want first? By virtue of our limited personnel to 
do all of the jobs—and they have given us that priority list of what 
they want made available to them in the order of importance as they 
see it. 

Mr. Couperr. What would happen to the country if you did not 
get an additional 141 employees? Would industry suffer? Would 
re go down? Would there be less copper? Would there be 
ess production in steel? Would there be any tangible consequence of 
an unfortunate kind? 

Mr. Honsyweu. We do not produce steel, Mr. Coudert, or copper. 

Mr. Couprert. You don’t produce anything except justifications. 

Mr. Honrrweiu. We seriously and carefully attempt not to do 
anything for business that business can do for itself. 

Mr. Covuprrt. | understand that. But you say business is over 
35 pereent of this budget. If you eliminate 65 percent and vou take 
35 percent of your 1955 request, how then does that compare with 
1954 and 1953? 

Mr. Nimison. Mr. Coudert, in terms of the 1954 defense appropria- 
tions, it is or was $4,200,000 not including the reappropriation of 
$310,000. 

Mr. Coupert. You are talking about business, not defense? 

Mr. Nretson. That was the defense appropriation. As it relates 
to the business activities within the department, we had the Bureau 
of Foreign and Domestic Commerce appropriations of which $1,650,000 
was for the field service. You had $911,600 for the Office of Business 
Economics, and $291,500 for the Office of Industry and Commerce, 
and approximately $1,400,000 for the Bureau of Foreign Commerce, 
which was a part of the Bureau of Foreign and Domestic Commerce. 
Those were the service-to-business activities and not related strictly 
to defense, 

Mr. Couperr. That still is not clear to me. What proportion of 
the $4,222,000 total requested for the industry divisions—well, I take 
it all back. All you have to do is take $4,222,000 and apply the 35 
percent that Mr. Honeywell mentioned a while ago to find our how 
much of that is for industry. 
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Mr. Honeywe.u. May I inject a thought there? The work that 
ODM is doing today is set by statute. e 1947 statute, and Re- 
organization Plan No. 3. 

r. CouperT. Presumably in general terms. 

Mr. Honeyrweu. That is correct, sir, and they are authorized 
to delegate. They are not anything but the top-level echelon of 
calling the signals. They do not operate divisions themselves or get 
this information together or make the contact with industry directly. 
They have cognizance by industries with various departments of 
Government of which the Department of Commerce handles, I believe, 
in the neighborhood of 80 percent of all industry activities. 

Now, they have delegated that to us through the authority which 
set them up in the first place. And that is the point that I am at- 
tempting to stress, please, sir. This is not what we initiate. 

r. CoupEert. I understand. 
Mr. Honrywe .t. This is what we are directed to do. 


DIVISION BETWEEN DEFENSE AND BUSINESS SERVICES 


Mr. Coupert. I am still trying to get into the record the simple 
fact as to how much of the $4,222,000 is straight service to industry 
in the orthodox and traditional pattern. I take it the answer to 
that is 35 percent of the $4,222,000 that you are requesting. 

Mr. Honrywe tu, No, sir; that would not be a correct statement 
because there is no way in the world to take a division of the people 
and say we only need one-third of them for service to business. 

Mr. Coupert. You are anticipating me. How do you know I am 

ing to say that? I am merely translating your own testimony into 

ollar terms against your own Seident request. 

Mr. Nrexson. Mr. Coudert, if I may put this in the record this may 
help to clarify this breakout. 

In 1955, we are requesting $4,222,000 for the industry divisions, 
of which Mr. Honeywell has indicated that there is approximately 
65-35 percent split. -Of the total appropriation request, the amount 
which we have arrived at, as near as we can, in relationship to the 
defense activities would be $3,410,000. The business service ac- 
tivity would be $3,890,000 for a total of $7,300,000 in 1955. 

Mr. Covperr. That same percentage would apply to the total of 
879 average personal services requested in theory, or obviously. 

Mr. Nretson. That would apply approximately the same. 

(A table setting forth the figures in detail is as follows:) 
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Business and Defense Services Administration 


Appropriation title 


Technical and scientific services, Office of Technical Services 
Departmental salaries and expenses, BF DC: 

Office of distribution. 

Area development, Commodity Standards and Trade Associations 
Field office service, BFDC i 
Salaries and expenses, defense production activities: 

Field office service 

BDSA (other): 65 percent defense, 35 percent business services... _.- 
Defense Air Transportation Administration 


1 Adjusted to 1954 appropriation titles for comparability. 


Fiscal year 1955 


Salaries and expenses, Office of the Secretary: 
Administrative and staff functions for BDSA 
All other 


Salaries and expenses, Office of Business Economics 
165 percent defense, $205,000; 35 pereent salaries and expenses, BF DC, $110,000. 


1954 appropriations for business activities 
Departmental salaries and expenses, BF DC 
Office of Business Economics 
Bureau of Foreign Commerce 
Office of Industry and Commerce 
Field office service, BFDC 


Defense production activities 


Business and Defense Services Administration 
Field office service 

Defense Air Transportation Administration 
Office of the Secretary 


Technical and scientific services, Office of Technical Services 


Mr. Coupert. What was the year in which the ODM was set up in 
the fashion that you referred to that authorizes it to assign services to 
be performed by your department? 

Mr. Honeyrwe tt. It was my understanding that it was in 1953 by 
Reorganization Plan No. 3. It is a separate authority and is not con- 
cerned only with the Defense Production Act. 

Mr. Coupert. Does the law that applies to 1955, and under which 
Tr has made a request upon you apply in 1954 fiscal and 1953 


| 
: Fiscal year 1955 
Defense Business 
activities services 
210, 000 
1,715, 000 
3, 088, 000 1, 665, 000 
Ap 
j Salaries and expenses, Bureau of Foreign Commerce: 
5 ..---. $2, 650, 000 
911, 600 
291, 500 
1,650,000 
i 73, 000 
271, 000 ' 
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Mr. Honeywe vt. It was set up, I believe, sir, as a permanent 
5 ae in July of last year, ODM. 


{r. Couprerr. So when we considered this budget for 1954 and this 
budget for 1953 and for 1951, we had the same problem, did we not? 

Mr. Nrevson. Mr. Coudert, in 1950 when the NPA was established, 
and this committee, I think, will recall, we had a nucleus organization 
of industry divisions in the Bureau of Foreign and Domestic Com- 
merce. We transferred that nucleus of industry divisions to the Na- 
tional Production Authority at which time we requested and placed 
in reserve approximately $1,250,000 of the appropriation of the 
Bureau of Foreign and Domestic Commerce. That was the nucleus 
for the defense activities within the NPA and they grew, as Mr. 
Honeywell has indicated, from approximately 840 to 6,600. 

Mr. Covupertr. Wait a minute. Correct me if I am wrong. I 
gather that Mr. Honeywell is referring to NPA which, as I recall it, 
was the first control job. 

Mr. Nretson. That was the first control job, but the initial group 
of industry divisions which we are talking about here were trans- 
ferred from the Bureau of Foreign and Domestic Commerce to the 
NPA and formed that nucleus to i the defense job. 


CONSOLIDATION OF BUSINESS AND DEFENSE ACTIVITIES UNDER BDSA 


Now, what we are proposing here on the basis of the reorganization, 
is to pull those industry divisions back into the BDSA to form the 
nucleus for peacetime business activities as well as the role which we 
still have on defense activities. 

Mr. Coupert. On the basis of the 1947 reorganization plan or was 
it a subsequent reorganization? 

Mr. Nrextson. I think, Mr. Coudert, but I will verify this for the 
record, that it is on the basis of a subsequent reorganization plan. 

Mr. Couprerr, That is what I rather suspect, too, 

Mr. Nretson. It was under Reorganization Plan 5 of 1950. 

Mr. Coupert. At least, long before 1954. 

Mr, Nretson. It was before 1954. 

Mr. Couprert. That is what, frankly, impresses me. You ap- 
parently got along in 1954 with an average of 322 positions in this 
division we are speaking about, and now you are asking for a very 
sizable increase and I think the burden of proof is on you gentlemen 
in a fairly substantial way as far as I am concerned. 


NEED FOR INCREASED STAFF 


Mr. Treror. I would like to make a statement at this point about 
this mcrease in force. Heretofore, whenever we have gotten into a 
military difficulty, it has taken a long time to get ready for it and each 
time we have had time to get ready for it. We feel that the next 
time, and this is ODM’s position, too, and also the military, we won’t 
have so much time. We have got to be nearer ready than we ever 
were before. 

Now then, we are not going, we are not doing the complete ODM 
job as well now as we should be doing it. It is going to take more 
people to do it better. Now, we are asking for 140. or 150 more people 
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to try to do the whole job that ODM wants us to do. Most of it is 
in the preparation for possible war. We hope it will never come. 

Mr. Couperr. Just what is some of that work? Give us some ex- 
amples of what ODM requires? 

Mr. Testor. I think this is the time to clarify, to show them the 
chart of one of these divisions just to show you how a division works. 
We have a chart which is ta the most graphic thing we can show 
to you on just what a division does, breaks it down into the various 
duties aud functions. Wouldn’t you like to see that now? 

Mr. Covperr. It is up to you to justify this request. 


ORGANIZATION OF INDUSTRY DIVISIONS 


Mr. Hontywe.v. | would like to show to your committee another 
chart that we brought along with us, This chart represents the organ- 
ization insofar as the industry divisions which we are talking about 
now—applies to men recently from industry or WOC’s, represented 
by the solid red blocks; career employees are black outlined, to be 
headed by WOC’s, outlined i in red. As rapidly as we are capable of 
getting proper personnel to fill those positions—— 

Mr. CLevenGcrER. How long do they stay—not to interrupt you? 

Mr. Honrywe Six months. 

Mr. CLevencer. Then they are gone and in the meantime you have 
an extra force. 

Mr. Honeywe... A successor comes right in to follow right behind 
them with an overlapping of time because he comes from the same 
basic industry that the man who has finished his term comes from. 
It is merely a case of indoctrinating him into the program of that 
division. 

Mr. CLEvENGER. Twenty-five new divisions—sort of gives me 
prickly heat, or goose pimples. 

Mr. Honrywewt. These are a continuation of former divisions. 
There may be different names here but the principle of industry 
divisions goes back to the twenties. 

Mr. CLevenGER. I have gone through five reorganizations with the 
Information Service, and so has Mr. Rooney. Every time they 
brought us one of these new things that looks just like a Johns Hopkins 
chart. The confusion got worse, confounded. I am just hoping you 
do not do that. 

Mr. Honeywe.u. I am merely attempting to show you where 
industry has contributed management to BDSA. 

Mr. Rooney. Your chart certainly graphically demonstrates that, 
because the only nonindustry position there is Deputy Administrator. 

Mr. Honeywe That is correct, sir. 

Mr. Rooney. Out of how many divisions, 25 divisions? It looks as 
if big business sure is taking over the department. 

Mr. Honeywe ut. Business consultation is available to the depart- 
ment. 

Mr. Rooney. It is very interesting. 

Mr. Terror. They are business divisions; we have to deal with 
business problems. That is all that is in it. 

Now then, I would like at this time to show this chart of one division 
and how it works. 

Mr. Honeywe ut. With your permission. 
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Mr. Cievencer. Certainly. 

Mr. Terror. This has somewhat finer type on it. 

Mr. Honreyrwe.i. May I present Mr. Hathaway, head of the 
Chemical and Rubber Division? 

Mr. Teetor. Do you want to go ahead now and then recess for 
lunch? Would you rather do it all after lunch? 

Mr. C.Levencer. Perhaps we had better recess for lunch now. 

(After recess:) 

Mr. Ctevencer. Have you any other statement to add for the 
committee? 


FUNCTIONS OF CHEMICAL AND RUBBER DIVISION 


Mr. TeeTor. Yes, Mr. Chairman. We want to present this chart, 
which shows how one division works and what it does. 

Mr. Bow. I take it, Mr. Secretary, that this presentation will be 
more or less in answer to Mr. Coudert’s question, which remains 
unanswered, as to what does the division do in defense work. 

Mr. Teretor. Yes. Certainly there are a lot of unanswered ques- 
tions. 

Mr. Bow. He had been given an answer which instead of going to 
his question went to a chart. 

r. Yes. 

Mr. Bow. I think the question of Mr. Coudert, which was unan- 
swered, is “What are these agencies doing for the defense effort?” 

Mr. Trxror. That is right. 

Mr. Bow. Is that the purpose of this testimony? 

Mr. Terror. Yes. This shows the duties and the functions and 


what they are —— as of toda 
r 


May I present Mr. Norman Hamewily: the WOC of this Chemical 
and Rubber Division. 

Mr. Bow. From what company, Mr. Hathaway? 

Mr. Harsaway. From Davison Chemical in Baltimore. 

Mr. Trxtor. He knows how this division in particular works, and 
we brought this up here as a typical division, to show you what is 
= Toth ill lain how this division is working? 

r. Hathaway, will you explain how vision is wor ? 

Mr. Yes; Mr. Teetor. 

Our functions are outlined here: Defense, mobilization, and business 
services. Actually those three functions are such that the business 
services is the tail of the dog. Anything we can do in the way of 
defense and mobilization to benefit business we do. 


DEFENSE FUNCTIONS 


Our defense functions are directly concerned with the military and 
the Atomic Energy Commission at the moment. Approximately 
on ge 88 and 90 percent of our time at present is spent on defense 
work, 

When you deal with the military and the AEC there are involved 
such things as priorities, directives, DMS materials, and allocations. 

We are studying the DMS materials system to see if it is adaptable 
to our indust 


Mr. Bow. What is “DMS”? 
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Mr. Hatnaway. The Defense Materials System. 

Also, in one case in our industry we have a voluntary allocation to 
the military, rather than a priority or directive. 

Also under the defense functions we have the Rubber Act of 1948, 
which requires certain statistical data; and the facilities expansion, 
which has to do with the plant expansion and the goals which are 
established for us. This shows whether we are prepared defensewise 
from the chemical and rubber standpoint. 


MOBILIZATION 


Under the function of mobilization we are studying what are 
called deficiency studies, which are also closely related to the plant 
expansion. Do we have enough chemicals to take care of an emer- 


gency? 

e make recommendations to the ODM, who are our bosses on 
that particular thing. That also is tied up with tax amortization, 
loan recommendations, other expansions and progress surveillance. 

We must keep a continuous record of what the companies are doing 
with regard to the tax amortizations that have been given. 

We also are studying the post-attack or defense planning effect on 
materials structures within the chemical industry. In othe words, 
is the industry prepared in the event of any type of atomic bomb? 
That has to do with supplies and equipment and protection. 

The biggest part of our job is getting small business to participate, 
and in assisting them with their plans so far as defense and mobiliza- 
tion are concerned. I would guess that about 70 percent of our efforts 
are spent in this. 

The chart actually shows that these people do this on these products 
such as industrial acids, alkalis, and compressed gases. It is split 
into four branches. 

Where formerly at the height of the NPA activities we had some 
358 people, now we have 32. There are fifteen-thousand-odd prod- 
ucts we are handling which require technically trained people. 

We have some nonchemical engineers. We also lack industrial 
experience so far as our people are concerned. 


INDUSTRY ADVISORY COMMITTEES 


Along with these problems we do get advice from the industry 
advisory committees. We have an overall industry advisory com- 
mittee which advises us on general policy, so far as the industry’s 
recommendations go as to how we should assist industry from the 
defense, mobilization, and business services standpoint. 

We have some 45 other product committees, such as, for example, 
the one involved in the present chlorine problem at Muscle Shoals. 
We have a committee called for tomorrow to get industry’s opinion 
on whether the Government should sell or lease that plant. 

Mr. Cievencer. Is that the fertilizer company? 

Sort Hatuaway. Muscle Shoals has a Government-owned chlorine 
plant. 

Mr. CLevenGer. There is a fertilizer operation there somewhere, 
is there not? 
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Mr. Harnaway. Yes, sir. They have the TVA, a fertilizer busi- 
ness, an ammonia business, a chlorine business, and I do not know what 
else, sir. We distinctly do not like that. That is my personal 
impression. 

efore we as the Chemical and Rubber Division endorsed this as 
a program, we took it to our industry. This program has been 
reviewed by the board members of our three largest trade associations, 
and they have heartily endorsed it. 


GREATER DETAIL REQUESTED 


Mr. Bow. Mr. Hathaway, let me interrupt you. 

Mr. Harnaway. Yes, sir. 

Mr. Bow. I am not getting much out of this. 

Mr. Hatnaway. I am sorry. 

Mr. Bow. I am not criticizing you, sir; but I want to get more of 
the facts on this matter. 

Mr. Harnaway. Yes, sir. 

Mr. Bow. Certainly if this is necessary I want to go along with it. 

Mr. Harnaway. Yes, sir. 

Mr. Bow. But I am not going to buy something where I do not 
know what you are doing. 

Mr. Haruaway. I do not blame you, sir. 

Mr. Bow. You have taken your chart, and at one place you say 
something like, ‘These are doing this.” 

Mr. Haruaway. Yes, sir. 

Mr. Bow. Mr. Hathaway, that does not mean a thing to me, 
“These are doing this.” 

What are the functions? What is going to be gained by the particu- 
lar function? What is actually the operation of the Department? 
What do you expect to accomplish by it? 

I do not know whether I make myself clear. 

Mr. Haruaway. Yes, sir; you do. 

Mr. Bow. It may take a lot of time to explain it, but there is a lot 
of money involved. 

Mr. Harnaway. Yes, sir. 

Mr. Bow. Certainly if it is a valuable thing to the defense of this 
Nation I am going to support it, but I cannot support it here in this 
committee or on the floor of the House unless 1 can get from you 
people information that I can take to the floor of the House, if I feel 
it is something we need, to explain this to the over 400 Members of the 
House who I think are in the same position I am in right now. 

I do not yet understand what particular things you are doing that 
go toward the defense of the Nation. If we can get away from the 
chart and down into the actual operation of the plan I would certainly 
appreciate it. 

f the rest of these gentlemen get tired, that is all right, but I want 
to know the facts, even if it takes a long time. 

Mr. Harnaway. Can I give you some specific examples? 

Mr. Bow. That is what I would like to have. That is what Mr. 
Coudert wanted, I believe. 

Mr. Coupert. That is right. 
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STOCKPILING 


Mr. Harnaway. One specific example that I can give is tied up with 
defense and at the same time is tied up with the business services. 
That is the fact that the Atomic Energy Commission was stockpiling, 
and necessarily so, a chemical for use in its program. There were two 
small concerns up in New York State which utilized the chemical in 
their processing. When the stockpiling operation came on so sud- 
denly they were put out of business. One of them had about 60 
people and the other had about 75. 

They came to us. We in turn went to the Atomic Energy Com- 
mission and said ‘‘Could you please withhold the stockpiling until such 
time as these organizations can find a substitute?’ We in turn 
suggested substitutes to the small companies, and that satisfactorily 
solved their problem. That is specific example No. 1. 

Mr. Coupertr. When did this happen? 1954? 

Mr. Harnaway. No, sir. This happened since I have been here, 
and I have been here since August of last year. It was approximately 
November. 

Mr. Coupert. That happened with your existing staff, did it not? 

Mr. Harnaway. Yes, sir. 


SUPPLY OF TOLUENE 


The second specific example is the question of the military use of 
toluene for TNT. Toluene has been tight and will be tight this 
month, and then it should loosen up. 

By means of voluntary contacts with our chemical people, they 


have agreed to supply the Army with toluene. 

Mr. Bow. In other words, in following on through on this in a 
practical way we can say that if the military finds itself in short supply 
on some of these strategic materials they then go to the ODM and 
they come to the Chemical and Rubber Division of the Department 
of Commerce? 

Mr. Hatuaway. No, sir. 

Mr. Bow. Then it is your job to go out and try to develop these 
sources for them? Is that a part of the work? 

Mr. Harnaway. No, sir. If the military has a problem they 
generally come directly to us. 

May I go on? 

Mr. Bow. Yes. Excuse me for interrupting, but I am trying to 
get this thing clear in my own mind, 

Mr. Harnaway. I can appreciate that. It is a little perplexing. 


LEASING OF CHLORINE PLANTS BY GOVERNMENT 


Another specific example is the question of this chlorine plant I 
mentioned, which in turn has to do, I think, quite definitely with 
defense. That is, the Government and the military do need chlorine 
in the manufacture of some of these gases. They feel now they 
should maintain those plants on a leased basis. The industry feels 
the opposite way. 

The industry came to us and said, “Could we possibly have a 
meeting with the Army to straighten that out?” We have arranged 
that for tomorrow. If you would like to get into some of the things 
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we cannot do specifically at this time, I should like to take a 
example. 
r. Bow. All right. 


END-USE PATTERN FOR BENZENE AND OTHER MATERIALS 


Mr. Harnaway. Let us take benzene, a material with which we 
are all familiar. Let us suppose that the military developed an 
application for benzene in rocket fuels. Right now they are not 
making many rocket fuels. If we were to have an emergency there 
would be a large demand for rocket fuels. That would tie up the 
styrene industry, the synthetic-rubber industry, and the DDT and 
insecticide industries, because they also are dependent on benzene. 

Consequently, it is important to know what are the end uses of 
benzene, so that in the event of an emergency we can, shall we say, 
“shake out the water” in the civilian market. If we do not know 
those things we are liable to get into such a kibosh as we got into in 
World War II and Korea. It will take from 8 months to a year to 
get this thing straightened out. 

That was only because we did not know where the materials went, 
I believe, and this is a personal opinion. I think that is why we got 
into a large amount of our difficulty. 

Those end-use patterns I Saige. feel are very, very essential 
to be properly prepared. The same thing is true of production 
facilities. 

We should know the production facilities that are continually 
coming into the country. Unless we have qualified people to take 
over that job, we are not going to be able to determine those facts. 

That is the same type of situation, I guess, not only for production 
but also for the stocks in inventories. There are a number of other 
specific examples which I can refer to here, if you would like me to. 

Mr. Bow. Go ahead. 


ABILITY TO FURNISH INDUSTRIAL PRODUCTION INFORMATION 


Mr. Covupert. If you did not have your agency and you had to 
find out what production facilities there were in any particular field 
in the United States, how would you go about it? 

Mr. Hatruaway. Could you repeat that, sir, so that I will know 
exactly what you want? 

Mr. Covuprrt. Let us suppose that war breaks out tomorrow and 
somebody decides he wants an inventory of the productive facilities 
in any one of the production fields in the United States. 

Mr. Harsaway. Yes, sir. 

Mr. Couprert. How would you go about finding that out in a 


Mr. Haruaway. Much as we woh, | went about it, according to 


my understanding, in the beginning of NPA; by sending out individual 
telegrams, caaieitual letters, and > individual contacts with all the 
industries. 

Mr. Couperr. You do not mean to say that it would take almost 
8 months to a year to find out what the production facilities are in any 
going industry, do you? 
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Mr. Haruaway. No, sir; I do not feel that way. I feel that if we 
were to integrate production, the present market picture and the mili- 
tary demands that it would take a considerable time, sir. 

Mr. Covupert. In all of these problems are there not certain essen- 
tial elements that have to be integrated? 

Mr. Harnaway. Yes, sir. 

Mr. Coupert. The important job is to get the elements; is it not? 

Mr. Haruaway. Yes, sir. 

Mr. Coupert. The integration is a matter of somebody working 
at a desk with all the material and facts available. 

Mr. Haruaway. Yes, sir. I would say the integration requires a 
man who knows what he is doing at a desk. 

Mr. Covuperrt. Is there any point in integrating military require- 
ments, production facilities, and the available raw materials as of 
January 3, 1955, unless there happens to be a war breaking out on 
January 3, 1955? 

Mr. Harnaway. Yes, sir; I feel so, because it is the integration 
that takes a great deal of time. 

This is not my opinion, when I say that it is not visualized that 
the next go-round, if there is an atomic war, we will have sufficient 
time, sir. 

Mr. Couprert. What do you mean by “integration”? That is one 
of those fine $64 words that economists and others use. 

Mr. Harnaway. That is correct, sir. 

Mr. Covupert. So far as I am concerned and so far as most people 
are concerned it is utterly meaningless unless it is spelled out. 

If we have a war, for which this program of yours is partly in 
preparation, is it not to be assumed that everything will be used? 

Mr. Haruaway. Yes, sir; we are to be prepared industrially. 

Mr. Coupert. Does that not mean that your production and every- 
thing else will be used for military purposes to the extent necessary, 
and that, therefore, in any program which you evolve today, theoreti- 
cally for war to break out at some future date you are dealing with an 
unknown quantity if you deal with anything less than the full use of 
the whole productive facility and all the available resources for mili- 
tary requirements? 

Mr. Harsaway. If I may say so, sir, in Korea or during the period 
of Korea it is my understanding that the increase in the mobilization 
base was predicated upon full civilian requirements and partial 
mobilization. 

Mr. CovupErt. That would not be true in the future. That was 
true in that peculiar situation of limited war. 

Mr. Harnaway. Yes, sir. 

Mr. Coupert. That would not be true in all out war; would it? 

Mr. Haruaway. In some instances yes, because if we take fertilizer 
as an example, that is a chemical that we are all familiar with. Am- 
monia is used in fertilizer; about 60 percent. Ammonia is also used in 


losives. 
"ae Covupert. Tell me this: As of today do you not have informa- 
tion in your Department on an annual basis, derived from the Census 
of Business and other statistical services and statistical information 
that you get, which gives you pretty generally an idea of what is pro- 
duced and how much and where it is produced in the United States? 
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Mr. Harwaway. At this time we do. Whether we will in 1955 
have an answer as to where I am not prepared to say, sir, 

Mr. Coupgerr. Why not, in 1955? What is geing to happen be- 
tween now and the beginning of fiscal 1955 on July 1? What is going 
to happen to change the picture? , 

Mr. Harnaway. As I see it, as an industry man, sir, it is a question 
of keeping track of these new plants as they come into existence, keep- 
ing track of those plants that change production, and keeping track of 
those plants that become obsolete. There is also a question of keep- 
ing track of our capacity. 

Mr. Couprerr. What about the associations of industry? Do they 
not know what goes on, more or less? Are they not sources of infor- 
mation? 

Mr. Haruaway. They have a fair idea, up to the time they start 
tangling with the Antitrust Act. 

May I add as an aside sir, that our trade association has endorsed 
our program. They, as a matter of fact, would be quite willing to say 
sO, fen sure, even without my telling you. 

If I may, I should like to give you another specific example about 
census figures and why we must know the production in my particular 
division, which T think is typical of all of them. Let us take phenol. 
These chemical terms are inescapable. 

Mr. Covupert. Phenol is a prefix to a lot of medicines. Beyond 
that I do not know it. 

Mr. Harnaway. It starts with phenol. Phenol is made from 
benzene and also from Cumene. en the census reports phenol 
production they report it by the uses in total and do not break it 
down by cumene and benzene. 

Mr. Coupert. Is there not an association of producers of phenol? 

Mr. Harnaway. No, sir; not to my knowledge. 

Mr. Coupertr. What is the volume of the production of phenol in 
the United States, and how many producers are there? 

Mr. Haruaway. I cannot answer that, sir; I am sorry. 

Mr. Couperrt. It is a chemical, is it not? 

Mr. Hatuaway. Yes, sir. 

Mr. Covpert. Is it not presumably produced by some of the 
handful of great chemical companies, like Parke-Davis? 

Mr. Hatuaway. And Du Pont and Shell Chemical; yes, sir. 

Mr. Coupert. There are not more than a handful of them, are 
there? How long would it take you, if I asked you to get for me a 
breakdown of the production of. phenol, by plant, to get me the 
information? 

Mr. Harnaway. For 1952? 

Mr. Coupert. Right now, today, the present rate of production. 

Mr. Hatuaway. I classified the year, sir. The 1952 would prob- 
ably take me about 25 minutes. 

Mr. CoupErt. Suppose we asked for it for Monday. How long 
would it take? 

Mr. Hatnaway. For this year’s production? 

Mr. Covuperr. Right now, yes. 

Mr. Haruaway. Probably I would have to send telegrams to all 
the phenol producers, and get the answers, and compile them, sir. 

Mr. Coupert. It would not take long, would it? 

Mr. Hatuaway. Yes. 
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Mr. Covupert. I am assuming there is somebody on the job where 
you send the telegram. 

Mr. Hatuaway. Yes, sir; there is no question about that. I agree 
with that. Probably I would say we should have an answer for you, 
in a general way, as far as the production during 1953 is concerned, 
in I would say 2 weeks. 

Mr. Coupert. And that is being fairly liberal, 1 would think, is it 
not? 

Mr. Hatuaway. Well, I have never tried it, frankly, so I cannot 
tell you whether it is being liberal or not. 1 do not think it is. 

I realize what you are leading to, sir. Maybe I am in error in 
saying this. 

Mr. Couperrt. I am not pretending to hide what I am leading to. 
You are asking for a very large increase in the personne! of that 
agency. 

Mr. Hatuaway. Yes. 


EXACT IMPORT OF ODM DEMANDS ON BDSA 


Mr. Coupert. And you are putting it on the basis, largely, that 
the Office of Defense Mobilization is asking you to maintain on a 
current basis a wartime mobilization of industry. 

Mr. Harnaway. No. 

Mr. Covuprert. I am frankly skeptical about the usefulness of it. 

Mr. Hathaway, I think, if | may rephrase your statement, sir, that 
the ODM is asking us in the Chemical and Rubber Division to make 
sure that in the event of an emergency we are prepared to act in time 
to take care of the Nation’s demands so far as chemicals are concerned. 

Mr. Couperrt. Let us pursue that a little further, if my colleagues 
will be patient with me. 

Mr. Harnaway. Yes, sir. 

Mr. Coupert. That means information, does it not? 

Mr. Harnaway. Yes, sir. 

' Mr. Covupert. The essential is information. That is the essential 
part of what you are asked to produce, constantly available informa- 
tion; facts, and production facts. 

Mr. Haruaway. Yes, sir; production and distribution facts and 
the other things we have outlined here, sir, referring to production. 

Mr. Couprrt. What do you mean by distribution facts? 

Mr. Harnaway. What this benzene pattern of the market is. I 
pointed out this hypothetical example of the rocket fuel. Certainly 
to be prepared we should know what the military demand implication 
is going to be on the civilian economy. 

r. Coupert. You do not know the military demand from day to 
day. You do not estimate that each week? 

Mr. Harnaway. No, sir. 

Mr. Coupert. You would just say, ‘‘Let us have a program for 
every 12 months.”’ 

Mr. Haruaway. We try, to the best of our ability, to get from the 
military as good a forecast as possible of their chemical and rubber 
demands, 

Mr. Couprert. Under what circumstances? Another Korean war? 
Intervention in Indochina? War in Iran? World war? Defense of 
Europe? Under what circumstances? 
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Mr. Harsaway. I understood from the President’s speech that he 
does have the military requirements of certain materials. I am 
hopeful that part of them are chemical. 

r. Couprert. Does your request from the ODM in any way spell 
out exactly what it is you must prepare for, from the standpoint of 
military requirements? 

Mr. Sy may Not as far as military requirements are concerned. 
We have received only one at the moment from ODM. We are 
anticipating a great number of them during these coming 2 years. 

Mr. Covupert. Requests for information? 

Mr. Hatuaway. No, sir. These are statements from ODM so far 
as the military requirements are concerned, for certain chemicals in 
the event of all-out mobilization. Do I make myself clear? 

Mr. Covuprrr. Does ODM not really ask you to be in a position to 
supply them with information on short notice as to what is available 
in the way of the necessary materials for military use? 

Mr. Harnaway. I would go a little further than that. 

Mr. Coupert. Well, go ahead. You are the witness. 

Mr. Hatuaway. I would say that ODM asks us not only what is 
available but what is available in certain areas of the country; what 
is the capacity of the plants; and what do those particular plants 
make so far as the fifteen-thousand-odd chemicals we have to deal 
with are concerned; or the 300 that we consider to be critical. 

Mr. Coupert. I would say that is covered by the term “available.” 
That is spelling out the term. 

Mr. Hatuaway. Fine. 

Mr. Terror. And what they are all used for; the amount necessary 
for essential civilian use and what will still be available for military 
uses. 

Mr. Couprert. Now, as a practical matter, before 1950 did you 
not have that kind of information in the Department anywhere? 

Mr. TreTor. Before 1950? 

Mr. Coupert. Yes. 

Mr. Treror. I think the NPA had a lot of that information; of 
course, I was not here then. 

Mr. Covupert. Off the record. 

(Discussion off the record.) 

Mr. Coupert, I was speaking about the time before the NPA. 

Mr. Hatuaway. I have one specific thing that we are currently 
doing, if I may bring it up. 


DISASTER PLANNING 


The ODM, in their postattack problem—which means disaster 
planning, in our language—has asked us what would happen to the 
chemical and rubber industry if certain areas were bombed out. 
We are currently attempting to make a study on airplane tires. 

Mr. Covupert. All right. Go ahead. 

Mr. Hatuaway. On airplane tires what would happen, for example, 
if Akron were bombed out? There go the airplane tires, bus tires, 
and all these rubber tires. 

We are not attempting to get into a study of what would happen 
in any eventuality. Our main problem is to get these companies on 
their toes to help do their own planning with what Government 
assistance is supplied by ODM. 
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Mr. Couperrr, Off the record. 
(Discussion off the record.) 


AVAILABLE INFORMATION 


Mr. Couprrt. May I come back to the question you touched 
upon or I touched upon before? What, exactly, did you have avail- 
able in the way of information concerning American industry, pro- 
duction, raw materials and distribution prior to the NPA and ODM 
business? 

Mr. Honrywe tt. Mr. Coudert, may I please ask that Mr. MeCoy 
be allowed to answer that question, because he was the man who 
was there at that time? 

Mr. McCoy. Mr. Chairman, in September of 1950, the National 
Production Authority was organized to carry on this production 
materials control program. As of that date we had no information 
of any consequence or of any value with reference to materials con- 
— by industry with relation to end products. 

e went back to the 1944 pattern of the War Production Board. 
That was the only basis we had to start with. That was out of date, 
because 1944 was a time when we were in all-out war and our civilian 
industries were closed down, so that patterns of materials consump- 
tion at that time were of no use to us. We started from scratch in 
September 1950 to collect the kind of data Mr. Hathaway is now 
discussing. 

Mr. Coupert. All right. You started to collect the data informa- 
tionwise that would give you a picture of American industry so as to 
Would you not be able to obtain that information very large 
through the existing trade associations by means of telegrams or letters 
asking, ‘‘Please supply,” or by writing to the companies and saying, 
“Please tell us what your production is and how much you use; and, 
from time to time, as you make fundamental changes in your produc- 
tion, keep us up to date’’? 

There is no secret about that sort of thing in industry, is there? 

Mr. McCoy. No, sir; Mr. Coudert. That was exactly what we 
did in 1950. However, there were very serious limitations to the 
existing information held by trade associations. 

Mr. Covupert. All right. You have the companies that produce. 
You know all the companies that amount to anything, do you not? 


enable planners in the event of another war to act apeeineensy 
argely 


DELAY IN COMPILING INFORMATION 


Mr. McCoy. That is right, but it took us literally from September 
of 1950 until July or August of 1951 before we felt we had enough 
information to put in a control system, mainly because even though 
the trade associations and other private bodies had production figures 
the essential information was end use. Where did the material go? 
How much went to each industry? We could knock out certain 
civilian production but not know how much material was consumed. 

Mr. Coupert. I see. 

Mr. McCoy. That was the important missing link which Mr. 
Hathaway is discussing. Never was it more important than it was in 
the chemical field, where many chemicals do not go into end products. 
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They go into intermediate products, and from there on down to other 
products. 

I think it should not be misunderstood that we try to collect and 
hope to maintain complete information on every consumption of 
every material; but we must know about those essential products and 
their consumption. That is essential in supporting a military pro- 
gram, because unless we have that we are unable to support a military 
program as well as an essential civilian program. 


EXTENT OF COLLECTING AND COMPILING INFORMATION 


Mr. Couperrt. Is there any operation in your agency today of any 
continuing process of collecting and filing information of that sort? 

Mr. McCoy. To a limited extent, Mr. Coudert, but not to the 
extent we had in the last 3 years, when we collected that information 
on a routine basis from industry, extensively. 

Mr. Covverr. Off the record. 

(Discussion off the record.) 

Mr. Covperr. What do you mean by a limited extent? 

Mr. McCoy. To the extent that industry has agreed with us that 
it is essential to continue reporting to the Department certain vital 
information on production and consumption. We have dropped all 
other series of information collecting that has not been essential or 
agreed upon between ourselves and industry. 

The endeavor here was to arrive at an agreement with industry as 
to what was useful now and what was not useful. Some of those 
problems are not resolved yet. There was a meeting in late summer 
of 1953 with representatives of most important industries involved in 
defense mobilization. Their general opinion and report was jointly 
to the Department of Commerce, the Secretary of Commerce, and the 
Director of the Office of Defense Mobilization and the Director of the 
Budget, and that was that a more or less periodic reporting of materials 
consumption by end products was an essential part of a preparedness 
program, but they left it to the Department to work that out later on. 

Mr. Covuprerr. Are you getting none of that information now, on 
the last point you just made? 

Mr. McCoy. We are getting some of it; yes, sir. 

Mr. Coupert. What do you mean by some of it? Do you mean 
only some industries? 

Mr. McCoy. In connection with the control of materials such as 
iron and steel products, copper products and aluminum products we 
are getting those reports. ere are also some series in chemicals 
and others. I am sorry I am unable to identify the precise ones. 

Mr. Couprertr. What I am trying to get at is what you are doing 
today with your existing staff in the way of accumulating information. 
on a periodic and annual basis which will lay the foundation for intel- 
ligent war planning; and how much more you plan to do of the same 
if, as, and when you are allowed to increase your staff and expenditures 
for that purpose. That is the question which is before this committee, 
stated just as simply as that. 

Mr. Haruaway. We as yet. do not have the people available, to 
collect and compile these end-use patterns or distribution studies. | 
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We hope to get them. ‘That one particular defense problem, which 
I consider to be most vital, we are unable to cope with. 

Mr. McCoy. May I attempt to answer another question you asked 
with respect to ODM’s request for consumption of materials? 


INADEQUACY OF STAFF TO HANDLE ODM REQUESTS 


The ODM has discussed with me no later than this morning the 
question of our ability to prepare now some estimates of consumption 
of what we call the noncontrol materials; that is, all materials that 
are essential in the defense program, except iron and steel, copper and 
aluminum, which would include chemicals. 

This would cover the full mobilization requirements for, first, the 65 
materials that are in the stockpile list, plus an indeterminate number 
as yet of other materials not on the stockpile list. 1 frankly confess 
we are only able to just start that. Unless we secure more help in our 
industry divisions that job will remain mostly undone. I can assure 
you of that, because it is a very large job. That is contingent, Mr. 
Coudert, upon the Department of Defense furnishing the ODM with 
the 1,000 military end items that the President referred to in his 
state of the Union message, plus the materials required for those 1,000 
end items, which are purely military products, plus the estimate of 
materials other than iron and steel and aluminum that will be re- 
quired, in their opinion, in an all-out mobilization. 

Those materials are promised to us. Those data are promised to us 
by around the first of June or July. When those materials and data 
reach us we have predicated this fiscal year 1955 program on being 
able to take what the Department of Defense indicates to be the 
requirements for most materials for an all-out mobilization and 
translate that information into what we call a mobilization model and 
asking this question: “Can we support that kind of a military effort, 
keeping up essential civilian and defense supporting activities?” 

And, most important, ‘“‘What are our deficits? Where are we short 
of supporting an all out military effort in the industrial field?” 

That is not direct military products, but the components and other 
materials without which a military program is not possible. That is 
our most essential job that we have to do in fiseal 1955. 

Mr. Couprrt. Thank you very much. 

Mr. Bow. Mr. Hathaway, I appreciate your testimony. I think 
you have tried to give us the facts. I think you have charted a course 
and have some idea of where you are going. Whether I want to take 
that complete cruise with you or not is another question. I would 
like to ask you just a few more questions. 

Mr. Haruaway. All right, sir. 


PURPOSE OF PROGRAM 


Mr. Bow. Do I understand that what you are trying to do in this 
entire program is to have a setup in the Commerce Department so 
that if and when the war should come we will put our industrial 
potential to work much faster than if we did not have the program 
which you gentlemen are here advocating? Am I right on that? 

Mr. Haruaway. Yes, sir. 
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MOBILIZATION PERIOD SHORTENED BY PROPOSED PLAN 


Mr. Bow. Could you give us an estimate—and I know it must be 
an estimate—as to the length of time it might take to put our indus- 
trial potential to work if you had this plan in operation; and what that 
time would be if we did not have this program? Can you give us at 
least an estimate on that, asking the question of any one of you 
gentlemen? 

Mr. Honreyrwetu. May I answer that, Mr. Bow? 

Mr. Bow. Surely. 

Mr. Honeyrwe tt. If we are able to have the complete picture of 
the potential production and the end-use pattern that Mr. Hathaway 
has been expressing to you, which Mr. McCoy has added to, we would 
be in a position to invoke controls and start channeling military re- 
nt within a period of not to exceed 30 days under our present 

an. 

F Mr. Bow. In other words, we would have the industrial potential 
of this country in operation within 30 days; is that right? 

Mr. Honeywe Yes, sir. 

Mr. Bow. You may proceed. 

Mr. HoneyweEL.t. ereas the best they could do prior to World 
War IT was 2 or 3 years; and with the experience of World War IT it 
took a year to get functioning under NPA. 


IMPORTANCE OF HAVING NUCLEUS OF TRAINED PERSONNEL 


Mr. Bow. Yes. Let me ask a a further question. I notice that 


we have been presented with this chart here, as to your employees. 
The chart is not particularly identified, but it is the BDSA and pre- 
decessor agencies. 

Mr. Honeyrwe tt. Yes, sir. 

Mr. Bow. In October of 1950 it shows 840 per annum employees. 

Mr. HoneYwe vt. Yes, sir. 

Mr. Bow. Then it’shows that by June of 1951 you had gotten up 
to 6,938 per annum, with your w. a. e.’s and w. 0. c.’s. Now, it seems 
to me very obvious that im a period from October to June with an 
increase in employees in that number it would create confusion and 
chaos and people falling all over each other. You certainly could 
not organize a group of that size into any efficient organization in that 
period of time. 

May I ask you this question: If this program which you are advo- 
cating here is adopted, and you came to the point where you had to 
g° into an all-out industrial mobilization, what do you think would 

e your situation then as to the increased number of employees and 
whether you would run into this line that we see here on this chart 
from October until May or June, in that process of going up? Would 
you be set to go ahead pretty much with your organization, or 
would you have to again go back into a rapid increase in a department 
such as this? 

Mr. Honerwe.tu. Mr. Bow, we would be set to get started at 
once with the divisions as we visualize them in our request for 1955. 

Mr. Bow. Do you think oat would ever have to reach that point? 

Mr. Honrrwetu. That I doubt, sir; but we can never anticipate 
that far in advance, as to where we might have to go. 
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The point that I do want to put on the record, because to us it is 
extremely important, is that we have on our list as of today between 
1,000 and 1,200 trained men from industry who have worked without 
compensation in the Government through the World War II and the 
NPA days. We call them our reserve officer corps. They are avail- 
able to come back on a moment’s notice to head sections, divisions, 
operations and activities, and to direct the work of the less-informed 
individuals who would have to be added to these staffs. 

Mr. Bow. I would take it, though, that you do believe, Mr. Honey- 
well, you would not have what I have referred to as the confusion of 
March, April, May, and June of 1951, if you had this trained corps 
ready to move in? 

Mr. Honeywell. Exactly, sir. We do not anticipate anything like 
a repetition of the NPA situation. 


FUTURE SIZE OF ORGANIZATION 


Mr. Bow. Can you tell us your anticipation of the continuation of 
this program as a peacetime program? You are now asking for some 
140 employees. If this continues as a peacetime program, are you 
going to come in in the future asking for more employees? Is this a 
new agency that is going to continue to grow and grow and grow; or do 
you believe you have pat reached, with the additional 140, the per- 
sonnel that would be necessary to put this program into effect so that 
we can have an immediate industrial mobilization in case of war? 

Mr. Honerywe .t. It is my opinion that that is all that we would be 
asking for, sir, as far as we can see now. That becomes the basic 
organization which only in an all-out emergency would be altered. 


SAVINGS 


Mr. Bow. It would be rather difficult to estimate in dollars and 
cents the savings to this Government with this program in effect, or 
what the cost would be if we did not have it in effect and had to go into 
an all-out effort. You could hardly estimate that. 

Mr. Honnywe ut. There is no way of estimating that, sir, because 
it is not only a matter of the dollars spent for salaries, but it involves 
the major problem of getting instantly into a control position where 
we can funnel the materials into defense, and that goes into billions 
of dollars. 

‘ Mr. Bow. There are delays in munitions and weapons, and loss of 
ives. 

Mr. Honrywewu. Exactly, sir. That to us is far more important 
than the additional dollars which might be required eventually for 
more employees, as was true in the case of the NPA. It was the 
residual damage to the American economy and to our security. 

Mr. Bow. I believe that is all. 


OPINION OF DR, FLEMMING ON IMPORTANCE OF PROGRAM 


Mr. Tzetor. Mr. Chairman, I should like to read one paragraph 
from a letter from Dr. Flemming to the Secretary on the responsibility 
of this Department. May I read that? . 

Mr. Cievencer. Certainly. 
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Mr. Terror (reading): 

I agree that the development of production control, including the minimum 
necessary statistical preparedness, which you pointed out in your letter of July 
30, is of extreme importance. In this area, as in others, we must be prepared 
not only to meet the problems of conventional full mobilization but also those of 
stepped-up partial mobilization resulting from local hostilities, and the massive 
destruction which would result from atomic attack. In the production field this 
is | of the 2 vital hinges on which will hang the utility of our entire preparedness 
effort. Without a system which can be swiftly put into operation in a new 
emergency we will again find ourselves in the confusion that existed in the early 
months of World War II and to a degree in the early stages of the Korean war. 
That is something that we may not be able to afford a third time. 

We who have been given this responsibility for BDSA take this 
thing pretty seriously. We think it is a mistake we cannot make 
again, to not be prepared. 

Now, a matter of a few people one way or another to be prepared 
or only half prepared is a chance, it seems to me, we should never 
dare to run. We have been given this responsibility and we think 
it is a rather huge one, because we do not know when we are going 
to be called upon to do this job. 


EFFECT OF DENYING PERSONNEL INCREASES 


Mr. Bow. Mr. Teetor, without these 140 additional emplovees 
what essential services to the preparation for industrial mobilization 
would be left out? 

Mr. Honeyweii. Mr. McCoy, would you answer that, please? 

Mr. McCoy. May I answer that? 

Mr. Trevor. Yes; I think you can do it better. 

Mr. McCoy. I mentioned earlier that the requirements of the mili- 
tary cover some 67 strategic materials that are in the stockpile plus 
a number of others that are involved. It is important that we esti- 
mate what our total requirements would be. 

I have very serious doubts that with our present force we will be 
able to do anything of any consequence on that program until after 
July, with some additional help. that the information and knowl- 
edge we would have to have to put controls into effect immediate 
will not be there in a large number of materials other than af 
copper, and aluminum. In those three areas of steel, copper, and 
aluminum I believe we are fairly well prepared, because we have a 
considerably larger number of people in those divisions now, because 
we have the Defense Materials System, and more than we have in 
the other divisions. That is why we have kept them there. 


POSSIBLE TRANSFER OF EMPLOYEES FROM OTHER OFFICES 


Mr. Bow. Mr. MeCoy, do you feel that you have some employees 
in the Department of Commerce in some other less important area 
who might be transferred into these positions? I think you know 
the ones I have in mind. You have had a coordinating committee 
and a few other things down there that I do not think are particularly 
necessary to defense. Could we eliminate some of those things and 
make a transfer into this important area? 

Mr. McCoy. If I may speak to that particular part, Mr. Bow, 
first of all, with respect to the coordinating committee we do not have 
anybody really working on that. 

Mr. Bow. They did for awhile. 
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Mr. McCoy. Yes, sir; but not now. 

In the construction and construction materials field, we have had 
an extensive conference with the construction industry about our 
program in that field. They have made certain recommendations 
about construction statistics. 

We intend to further reduce to some extent the personnel on 
building materials, and put them in construction statistics, 

But with respect to mobilization readiness in the construction field 
we must do some preparation, because the construction industry was 
always the most difficult one we had to deal with in the war, or the most 
uncontrollable, if you want to put it that way. We have as vet 
absolutely no plans whatsoever, or even plans under way, with regard 
to what would happen tomorrow if an all-out war came, with respect 
to how construction would be controlled. 

We must have 3 or 4 or 5 people in that area, working with the 
Office of Defense Mobilization and with the military in that field. 


DISTRIBUTION OF PERSONNEL REQUESTED 


Mr. Bow. Do you have a breakdown of just where you want to 
place these 140 people? 

Mr. McCoy. Yes, sir. We do not have it with us, but we have 
worked it out in some detail. I do not believe it is shown here. 

Mr. Bow. I think it would be interesting to know just what divisions 
and branches they are involved in, and how you are going to use these 
people. We do have the grades that you want for them, do we not? 

Mr. McCoy. Yes, sir. 

(The information is as follows: ) 

1955 differ- 
ence average 
employment 
increase (+), 
Division: decrease (—) 
Iron and steel . 9 
Copp +. 4 
Aluminum and magnesium. __ 
Miscellaneous metals and minerals 
Forest products 
Chemical and rubber 
Containers and packaging 
Business machines and office equipment 
Communications equipment 
Building materials and construction 
Consumer durable goods 
Electronics 


Leather, shoes, and allied products : 
Motion picture, scientific, and photographie products. 
Shipbuilding, railroad, ordnance, and aircraft 

Textiles and clothing 

Water and sewerage industry and utilities...._______.- 
Electrical equipment 

Power equipment 

Agricultural, construction, and mining equipment 
Automotive 

General components 

General industrial equipment_ _ 

Metalworking equipment 


Food industries +3. 
+6. 
+11 
+ 8. 
+ 3. 
+4. 
+10. 
+ 5. 
+9, 
+12. 
+15. 
+1. 
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Mr. Honeywett, Mr. Bow, may I present a supplement to what 
Mr. McCoy has said. Some of our divisions consist of only three 
people. e have deliberately cut down wherever we could, where it 
does not seem to be most essential 

I only throw that into the record because of the fact that we have 
tried to be cooperative and we have had to live within our budget for 
the 1954 fiscal year. 

Mr. Bow. I am just wondering whether we could not, with a good 
look at the entire Department, find 140 people that we could transfer 
over to you. Iam sure Mr. Worthy can find someone. 

That is all, Mr. Chairman. 


POSSIBILITY OF ACCOMPLISHING PROGRAM WITH EXISTING STAFF 


Mr. Covupert. I wonder if I might ask Mr. McCoy one other 
question. 

You say that the basis of your case here is that you have not 
sufficient staff to accomplish a em you say should be accomplished in 
the way of mobilization information as the basis of a full-scale national 
defense mobilization? 

Mr. McCoy. Yes, sir. 

Mr. Couprrt. But on the other hand you do have the necessary 
information with respect to a group of industries which. you named in 
your testimony a few minutes ago. 

Now, if you had a period of 3 or 4 years ahead, with the existing 
staff, would you not be able to add industries to the group where you 
already have the necessary information? 

Mr. McCoy. Possibly, Mr. Coudert, something like that could be 
done, You must remember that we have a larger number of people 
in the Metals Divisions today, because we have the DMS system; 
that is, the military and AEC preference system. There are set- 
asides at the mills to accommodate military preference, and the 
WOC’s in those Divisions help to see that we get adequate informa- 
tion about the production of steel. 

There is no better information anywhere in this country than 
from the steel industry, because the steel industry happens to collect 
it at very great expense to itself. Copper is less so. Aluminum is 
very good at the moment. 

But that is not the case in other industries, where we must resort 
to either questionnaires or contact with the industry, volunta 
reporting and other methods, to get the information that is not col- 
lected, consolidated, and in such form that we can use it. 

The American Iron and Steel Institute is one of the outstanding 
trade associations in this country. It collects information that the 
Government never thinks of collecting, and that forms a wonderful 
background on production; but the American Iron and Steel Institute 
does not collect adequate information on the uses of steel, and admits 
that there is a great gap in their own information. 

Mr. Couperr. Are you not at the present time, every day and 
every week, adding something to your useful information? 

Mr. McCoy. I should say that each day we are; yes, sir. But 

ou must remember that there are a gaps in our information, and 
industry changes. The composition of materials consumption changes 
a great deal in this country from year to year. 


¥ 
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The experts from industry who advised us about this question of 
getting periodically—maybe once every 2 years, or once every 3 
years—a oe checkup on materials consumption, in terms of 
end products, have indicated that that is the most perishable informa- 


tion that exists, because of changes in industrial uses of various 
materials. 
Mr. Couprert. Thank you very much. 


CHANGES IN MILITARY REQUIREMENTS 


Mr. Tertor. Not only changes in industrial uses of materials, but 
also the military requirements are changing. 

Let me read another paragraph from the Office of Defense Mobiliza- 
tion, from Mr. Flemming. He says here: 

When military requirements become available further refinement will, of course, 
be possible. Late in this fiscal year * * * (1954) * * * a second cycle will be 
undertaken on a somewhat different basis from the current one. At that time 
the Industry Divisions will again be asked to submit requirements for a new 
hypothetical war period. By maintaining this analysis on a continuing basis 
we will have a rough guide for wartime allocation should war come, and we will 
obtain information as to wartime gaps or deficiencies for which we must then 
consider taking action to overcome. 

So this is a continuing job, constantly. We are changing military 
requirements and changing industrial requirements. It is not one we 
can ever find out. 

Mr. Covperr. And with each new cycle, as indicated by the 
Defense Mobilization Director, will you be in for a new supplemental, 
for increased staff and expenses? 

Mr. Terror. | do not think so, but it would take the same sized 
staff to redo the study each time. 

Mr. Couperrt. I strongly suspect the contrary. 

Mr. Terror. I do not think so. I think we have asked for the 
minimum staff that it will be necessary to have to do this job, and 
we ought to be able to do it with that. 


BDSA DEFENSE RESPONSIBILITIES 


Mr. Tretor. Here are three letters from Dr. Fleming of the ODM. 
I would like to give each of you a copy of these letters. These are 
directives of what we are supposed to do. 

Mr. Bow. What was the amount of the appropriation for ODM? 
Who makes the appropriation? 

Mr. Terror. I don’t know. 

Mr. Rooney. The emergeney agencies subcommittee. 

Mr. Bow. You know what that appropriation is and what they 
get. 

Mr. Rooney. I have a pretty fair idea. 

Mr. Bow. You are on the committee, Mr. Rooney. I would say 
you know. 

Mr. TreTor. Here is the report from Senator Capehart’s commit- 
tee, Third Annual Report of the Joint Committee on Defense Produc- 
tion. I would like to quote a paragraph from that report of December 
8, press release, into the record. 


The rate of military production will continue high in the calendar year 1954. 
It will be necessary to insure the success of the program by the use of preference 
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ratings and various forms of Government assistance. There remains to be filled 
certain important gaps in the mobilization base, thin spots in our industrial armor. 
Congress has provided the executive branch with the means to fill those gaps in 
cooperation with American business and industry. 

In BDSA we have considerable responsibility in finding out where 
those gaps are and seeing that they get filled. 

Mr. CLevencer. Mr. Coon, have you any questions? 


ECONOMISTS 


Mr. Coon. On these 141 new positions—how many of them are 
economists? 

Mr. Trrror. Who can answer that question? 

Mr. McCoy. I would guess that probably none of them will be 
economists. Mostly they will be industrial specialists, selected, we 
hope, from qualified registry of the Civil Service or otherwise that 
have experience in industry and are specialized in particular areas of 
industry. 

Mr, Coon. Do you have that title industrial specialists for em- 
ployees now, or is that just a new title? 

Mr. McCoy. We have mostly that type of employee now. 

Mr. Coon. Last year it seemed like there were many economists, 
and I was wondering about this year. 

Mr. McCoy. In the National Production Authority, the overwhelm- 
ing number of people there were direct from industry and not classi- 
fied as economists. They were industrial specialists. 


TRANSFERS PROPOSED IN 1955 FROM OTHER OFFICES 


Mr. Rooney. I want to make sure I understand this. We have 
now heard quite a bit of discussion. Apparently you set up your 
base for the coming fiscal year by adding transfers as follows: From 
S. and E., $4,174,000; from Technical and Scientific Services Office of 
the Secretary, $200,000; departmental S. and E., Bureau of Foreign 
and Domestic Commerce, $291,500; and Field Services of the Bureau 
of Foreign and Domestic Commerce, $1,715,000. The four items 
total $6,380,500, from which you have deducted $310,000, leaving 
the amount $6,070,500. That is what this presently costs. 

Now, you wish to increase this amount by $1,347,300, is that correct? 

Mr. Teetor. I think that is correct. There is the $1,229,500. 

Mr. Roonny. Taking into consideration certain small deductions, 
the net increase would be $1,347,300, correct? 

Mr. Trxtor. Without the deductions. 

Mr. Roonry. Yes. Now, this morning you referred to transfers 
from the Office of the Secretary to Pochateel Barvives. Do you recall 
that? 

Mr. Tewror. Transfers from the Office of the Secretary? 

Mr. Rooney. From the Office of the Secretary to Technical 
Services. 
pan Txator. Oh, yes, the whole organization was transferred to 

A. 

Mr. Roongy. No, only part of it came from the Office of the 
Secretary. Two of these items came from B. of F. and D., one 
departmental S. and E. and the other field services—and the other 
was from the S. and E. Defense Production Activities. 
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Mr. Nigtson. Mr. Roony, I think there was a reference this 
morning to a transfer from the Office of the Secretary of Technical 
Services to BDSA. 

Mr. Rooney. That is exactly what I am referring to. Now, 
was that transfer a transfer of personnel as well as functions? 

Mr. Yes. 

Mr. Rooney. And how many items or subdivisions of the Office of 
the Secretary were transferred to Technical Services? 

Mr. Teeror. Three divisions in the Technical Services. 

Mr. Oxcuste. Office of Distribution, Office of Small Business, 
Office of Technical Services. 

Mr. Nretson. Mr. Rooney, may I correct that. There was only 
transferred from the Office of the Secretary the Office of Technical 
Services, to BDSA. 

Mr. Rooney. All right. Now, in what area is the Trade Associa- 
tion Division? 

Mr. Tertor. Office of Technical Services. 

Mr. Rooney. And was the Area Development, Commodity Stand- 
ards and Technology also formerly in the Office of Technical Services? 

Mr. Treeror. Yes, sir. 

Mr. Roonry. Now, how many people are involved and how much 
money? 

Mr. Nreison. May I correct you a moment on that statement that 
they were formerly in the Office of Technical Services. They were in 
the Bureau of Foreign and Domestic Commerce. The Area Develop- 
ment Division and Trade Association Division were in the Bureau of 
Foreign and Domestic Commerce and were not in the Office of Tech- 
nical Services, as far as appropriation and organization were concerned. 

M 4 Roonry. They were included in the $291,500, is that what you 
mean? 

Mr. Nievson. They are included in the $291,500. 

Mr. Rooney. How much do you figure was transferred with regard 
to the $200,000 item above that? 


SOURCE OF FUNCTIONS TRANSFERRED TO BDSA 


Mr. Worrny. Mr. Rooney, perhaps this will clarify the situation. 
Normally there was an item in the budget, Office of Technical Services, 
which had a $200,000 appropriation last year. That was under the 
Office of the Secretarv, but it was a separate appropriation. When 
BDSA was established there were grouped into this new organization 
a series of functions drawn from various parts of the Department. 
The Office of Technical Services was taken from the Office of the 
Secretary. The Office of Distribution was taken from the old Bureau 
of Foreign and Domestic Commerce. The Trade Association activity 
was taken from the Bureau of Foreign and Domestic Commerce, 
and so on. And the same with the Commodity Standards activity. 

Mr. Rooney. Those others were in the Bureau of Foreign and 
Domestic Commerce appropriation. 

Mr. Wortuy. The new Office of Technical Services has the same 
name as the old Office of Technical Services, but in addition to the 
functions performed by the old Office of Technical Services, we have 
grouped into this new unit these other activities—the Commodity 
Standards activity, the Trade Association activity, and the Area 
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Development activity. So that what we now call the Office of Tech- 
nical Services is the old Office of Technical Services plus these other 
activities which have been drawn from the old Bureau of Foreign 
and Domestic Commerce. 

Mr. Roonry. And these formerly were appropriated for under the 
Office of the Secretary of Commerce, with the exception of the ones 
you mentioned as being in S and E or Field Service. 

Mr. Worrny. That is right. The Office of Technical Services was 
in the Office of the Secretary. 


WITHOUT COMPENSATION EMPLOYEES 


Mr. Rooney. I want to see if I understand this chart correctly. 
The red items are “transferred recently from industry or without 
compensation.”’ Now, for instance, when you refer to the Leather 
Shoes and Allied Products Division, which is in red, does that mean 
that “aod in that Division is from industry or without compen- 
sation 

Mr. Honrywext. One man in that Division. It could be just one 
man. Now, the reason I say it could be, sir, is that over in the iron 
and steel there are 6 or 8 without compensation men serving, but it 
is a much larger division. In this small industry it could be just one 
man. 

Mr. Rooney. If I understand the chart correctly, there is no career 
employee over in the Iron and Steel Division. 

Mr. Honsywe.u. The chart is wrong in that respect, because there 
are a great many career people. We were attempting to indicate, 
ar 

Mr. Roonry. What does the chart mean? You have gone to an 
awful lot of trouble to make up this chart, and if it doesn’t mean what 
it says—— 

Mr. Honrywe ut. The chart merely indicates that BDSA, through 
its Division, has a sprinkling of new men from industry helping to 
guide the policy and the operations of these divisions. But it does 
not mean that every one in there is recently employed from industry. 

Mr. Roonry. Now, in the Industry Division of the Business and 
Defense Services Administration, how many WOC’s do you have at 
the present time? 

Mr. Honrywewu. We have on our rolls a total of 113, sir. 

Mr. Rooney. And they are all serving without compensation and 
all employed in the Industries Division of BDSA, is that correct? 

Mr. Honrywe tu. Of the 113, a great majority are now on a con- 
sulting basis and not full time actively employed here; 22 are actively 
employed full time. 

Mr. Rooney. Please let us have a list of those who are serving with- 
out compensation. 

Mr. Honrywe wu. Yes, we have that here. 

Mr. Rooney. As of what date? 

Mr. Asuer. As of yesterday, I believe. 

Mr. Rooney. Fine. And how many are there? 

Mr. AsHer. One hundred and thirteen. 

Mr. Roonry. Mr. Chairman, I ask that that list showing the names 
of these people and their affiliations be inserted in the record at this 

int. 

see no objection to it. 

(The material referred to is as follows:) 
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PROPOSED ORGANIZATION OF BDSA 


Mr. Roonry. Now I would like to read this chart into the record. 
“United States Department of Commerce, Business and Defense 
Services Administration, Industry Division.” The key is as follows: 
In red, “Recently from industry or w. o. c.”’ In white, “Career 
employee.”” In white with a red border, ‘“To be headed by w. o. c.”’ 

eginning at the top, in red, men recently from industry or w. 0. ¢., 
is the Secretary ; Under Secretary ; Assistant Secretary ; Administrator, 
Business and Defense Services Administration; three Assistant Ad- 
ministrators; Aluminum and Magnesium Division; Copper Division; 
Iron and Steel Division; Metal Working Equipment Division; Power 
Equipment Division; Communications Equipment Division; General 
Components Division; Containers and Packaging Division; Leather 
Shoes and Allied Products Division; Chemical and Rubber Division; 
Water and Sewage Industries and Utilities Division; Scientific Motion 
Ana 9 and Photographic Products Division; and the Forest Products 

ivision. 

The following are in the group in white with a red band entitled 
“To be headed by WOC.” Miscellaneous Metals and Minerals 
Division; General industrial Equipment Division; Automotive Divi- 
sion; Agricultural Construction and Mining Equipment Division; 
Electrical Equipment Division; Electronics Division; Business Ma- 
chines and Office Equipment Division; Shipbuilding, Railroad, Ord- 
nance and Aircraft Division; Building Materials and Construction 
Division; Textiles and Clothing Division; and Consumer Durable 
Goods Division. 

The following is the one item in white entitled “(Career employee’’— 
Deputy Administrator. And who would that be? 

Mr. Terror. Mr. McCoy. 

Mr. Roonry. I thought so. 

Mr. Trertor. There is another thing I think should be said here 
about w. 0. c.’s. 

Mr. Roonry. Yes, sir. 

Mr. Terror. WOC’s have no power of decision in any of these 
divisions. Their function is purely advisory. 

Mr. Rooney. How much time do these 113 spend in the Business 
and Defense Services Administration? 

Mr. Honnywe.i. Twenty-two of them, sir, are there on a full- 
time basis. The others are still on our rolls, but as consultants. 
They are not necessarily here in Washington. They are on call. 


FULL-TIME W. O. C. PERSONNEL 


Mr. Roonny. Well, Mr. Chairman, I also ask that this other 
sheet, which shows the 22 full-time w. o. c. positions filled as of 
January 15, 1954—these people get no compensation whatever? 

Mr. Honrywe tt. Only travel expenses and a certain living allow- 
ance—no salary. 

Mr. Roonry. What is the travel expense and the living allowance? 
Do you have the figures on that? 

Mr. Asner. In the budget we have approximately $300,000 to 
cover the cost of transportation and per diem of w. o. c.’s and w. a. e’s. 
We had practically no other travel in these industry divisions except 


by those men. 
ment. 
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The salaries, of course, are not paid by the Govern- 
But they do receive $15 per diem and their fare to and from 


their homes or places of business and Washington. 

Mr. Honeywe.u. May I insert, sir, that some industries, notably 
the steel industry and chemical industry, do not accept even the 
per diem allowance or the travel allowance. 

Mr. Rooney. Of the original list of 113, this is the list of 22 full- 


time w. o. c. employees. 


Mr. CLevenceER. These people have served their time. 


Mr. Trexetor. They are on call. 
time, but are still on call. 


Some of them have served their 


Mr. Rooney. I would ask that this list of 22 be inserted in the 


record at this point. 


Mr. 


CLEVENGER. Very well. 


(The material referred to reads as follows:) 


BusINEss AND DEFENSE SERVICES ADMINISTRATION 
Full-time WOC positions filled as of Jan. 15, 1954 


Name 


Business affiliation 


Textiles and clothing: None_. 

Leather, shoes and allied products: 
E. R. Lobaugh. 

Food industr.es: None 

Consumer durable goods: None 


Scientific, motion picture, and photo- “Deputy Direetor__- 


graphic products: G. E. Lawrence. 


ee materials and construction: 

one. 

Water and sewerage industry and 
utilities: T. T. Quigley. 


Forest products: B. Orell 
Chemical and rubber: N. E. Hatha- 


way. 

> and packaging: W. Row- 

nd. 

Agricultural, construction and min- 
ing equipment: None. 

Automotive: None 

Business machines and office equip- 
ment: None. 

Communications equipment: W. E. 
Pothen. 


Electrical equipment: None 
Electronics: None 
General components: C. R. Burrell 


General industrial equipment: None. 
Metalworking equipment: J. F. 
wens. 

Power equipment: Dudley Selden__- 

Shipbuilding, Railroad, Ordnance, 
and Aircraft: None. 

Iron and steel: K. J. Burns 

P. E. Floyd 

H. M. Ridlon 


Assistant Director (reporting 
Jan. 25, 1954). 


Branch Chief, Defense Actions 
and Defense Planning. 


director (Ferroal- 
loys) 


Chief, Business Research and 
Analysis Branch. 

Chief, Stainless, High-Tempera- 
ture, Alloy and Tool Steel 
Branch. 

Chief, Carbon and Alloy, Semi- 
finished, Rail, Structure. 

Chief, Flat Rolled and Tubular 


ranch, 
Chief, Castings Branch 


Assistant to_ vice president 
& Lomb, Rochester, 
. 


Advertising manager, Wallace 
Tiernan Co., Belleville, 


Vice president, Weyerhaueser 
Sales Co., St. Paul, Minn. 
General sales manager, Davison 
Chemical Co., Baltimore, Md, 
Cont ae Can Co., New York, 


Assistant general manager, South 
Dakota-Northwestern Bell 
Telephone Co., Sioux Falls, 


Vice president in charge of sales, 
Tool Steel Gear and Pinion 
Co., Cincinnati, Ohio. 


General manager, J. F. Owens 
Machinery Co., Syracuse, N. Y. 

Retired vice president, Erie City 
Iron Works, Erie, Pa. 


Manager, sheet and strip sales, 
Inland Steel Co., Chicago, Nl. 

Consultant, Allegheny-Ludlum 
Steel Corp., Detroit, Mich. 

Division director, U. 8S. Steel 
Corp., Pittsburgh, Pa. 

General sales manager, Joslyn 
Steel & Manufacturing Co., 
Chicago, Ml. 

Sales department, Bethlehem 
Steel Co., Philadelphia, Pa. 
Assistant manager, sales, Weir- 
ton Steel Co., Weirton, W. Va. 
Sales manager, Empire Steel 
Castings Co., Reading, Pa. 


|| 
4 | Title 
| Specialist.......................| Business specialist, private con- 
8. Dak. 
| Ag 
A 
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Full-time WOC positions filled as of Jan. 15, 1954—Continued 


Name Title Business affiliation 

Analyst, Ferroalloys Branch..._.| Metallurgical assistant to presi- 
dent, Driver Harris Co., Har- 
rison, N. J. 

Dee Director, report: an. | Secretary, Bohn A 
1954. Brass Corp., Detroit, Mich, 
Acting Director ................. 


Miscellaneous Metals and Minerals: 
None. 


— Permold Co. , Medina, 


Engineer, Aluminum Co, of 
America, Pa. 

Sales manager, 
Copper Co. 


Brass & 


AFFAIRS 


WITNESSES 


M. JOSEPH MEEHAN, DIRECTOR 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 


OFFICE OF BUSINESS ECONOMICS 


LOTHAIR TEETOR, ASSISTANT SECRETARY FOR DOMESTIC 


Amounts available for obligation 
1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate (obligations incurred) $1, 010, 000 
Comparative transfer from “De or salaries and ex- 
penses, Bureau of Foreign and ic Commerce”’._____- $996, 368 $911, 600 |_-...-.-.-_... 
996, 368 911, 600 1, 010, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
1. Preparation of national income and product data_.._._____- $263, 545 $254, 600 $289, 600 
2. Measurement and analysis of current and long-term busi- 
3. Computation of the balance of International payments of 
240, 401 217, 000 210, 300 
105, 280 95, 000 95, 400 
996, 368 911, 600 1, 010, 000 


|| 
W. Van R. 
| 
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Obligations by objects 


| 
Object classification 1954 estimate | 1955 estimate 


Total number of permanent positio: 157 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent ions 
Regular pay in excess of 52-week base _ -- 


Transportation of things 
Communication services. 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Taxes and assessments 


Total obligations 


BR 
8 


Analysis of expenditures 


1953 actual 1955 estimate 


Obligations incurred during the year $1, 010, 000 
Deduct unliquidated obligations, end of year 30, 000 


Total expenditures (out of current authorizations) 980, 000 


Mr. CLevenGcer. Next we will consider the Office of Business 
Economics, and include pages 200, 201, and 202 of the justifications 
in the record. The request is for $1,010,000, an increase of $98,400, 

(The pages referred to are as follows:) 


Summary of requirements 
Appropriation, 1954 


Comparative transfer from ‘Departmental salaries and expenses, Bureau of Foreign and Do- 
mestic Commerce” 


Difference, 


By activity 


1954, 
estimate crease (—) 


Preparation of national income and product data__.| $254, 600 +$35, 000 
Measurement and analysis of current and long-term 
345, 000 +69, 700 


Computation of the balance of international pay- 
ments of the United States... 217,000 —6, 700 
Executive direction 95, 000 95, 400 +400 


911, 600 +98, 400 


$5, 659 $5, 817 $5, 834 
GS-83 GS-85 GS-8.5 
ol 
$862, 510 $778, 175 $861, 327 
3, 005 3, 253 
/ 781, 180 864, 580 
: 2, 500 3, 500 
25 25 
7, 000 11, 500 
93, 920 103, 420 
3, 500 3, 500 
20, 000 20, 000 
2, 800 2, 800 
675 675 
996, | 911, 600 1, 010, 000 
$011, 600 
Requirements = 
Total estimate or 9,400 
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Summary of estimated obligations 
Actual, 1953 Estimate, 1954 Estimate, 1955 
Em- 
Pos! Aver- Aver- Post Aver- 
-| age -| age -| age 2 
tions} num-| ©°St |tions| num-| ©°St | tions! num-| Cost |Oet. 31 
Personal services: Per- 
m — 164 | 154.0 | $865,849 | 142 | 138.0 | $781,180 | 157 | 153.0 | $864, 580 138 
Total obligations_|_.....|....... 996, 368 911, 600 1, 010, 000 
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Mr. Txetor. This department, the Office of Business Economics, 
is an office that has been in existence for a long time under various 
names. For some time it has been called the Office of Business 
Economics. It is under the direction of Mr. Meehan, who has been 


in the Office for 31 years, since 1923. He has been the Director of 
the Office for the last 8 years. 

This Office produces the compilations of basic economic measures 
from figures, many of which come from the Census Bureau and from 
other sources, and provides such data to the Secretary of Commerce, 
to the Presidential economic committees, the various agencies of the 
Government, business, and to agriculture. 

At this time I would like Mr. Meehan to take over and tell you 
about this department and its budget. 


GENERAL STATEMENT 


Mr. Meenan. Mr. Chairman, with your permission, I have a 
short prepared statement which I should like to insert in the record. 

Mr. CLevencer. Without objection, you may insert it. You may 
highlight it, if you wish. 

Mr Rooney. Mr. Meehan, do you refer to any appropriation 
amount in this statement which you submitted for the record? 

Mr. Merenan. I am going to summarize that, Mr. Rooney. 

Mr. Rooney. There isn’t an appropriations figure in here, is there? 

Mr. Meeuan. That is a background statement as to the basis of 
the appropriation, and I intend to give a summary of the request. 

(The statement referred to reads as follows:) 


The objective of the Office of Business Economics is to be at all times in a 
position to provide prompt factual data concerning business developments, and 
correct interpretations of their significance. It has regularly provided economic 
intelligence to the business community through its magazine Survey of Current 
Business, now in its 33d year of publication. 

The national income and product accounts developed by OBE comprise an 
integrated set of business measures ranging over an area so wide as to include both 
consumer expenditures and corporate profits on the one hand, and on the other, 
the balance of international payments. Supplementing these accounts is OBE’s 
economic intelligence service, covering, among other guides, the anticipated 
expenditures by private business for new plant and equipment, changes in the 
business population, and manufacturers’ backlogs of new and unfilled orders. 

Recently, materials for the analysis of business trends have been sought with 
increasing urgency on the part of private business, because of the shifts currently 
under way in the business pattern and prospective changes in demand. Wit 
this shift, the Office of Business Economics is being asked to provide additional 
special reports and more up-to-the-minute facts to assist in diagnosing the size 
and significance of various changes in the business picture. 

The ability of the Office of Business Economies to conduct special inquiries as 
required, to speed up the continuing flow of basic economic intelligence, and to 
improve as necessary the quality of data now made available on a regular basis, is a 
matter of concern not only to business managements, but also to those responsible 
for the determination of Government policy. The Secretary of Commerce and 
his top policy advisers require prompt and reliable information, analyzed and 
evaluated, that can be Qaploged: in programs for business welfare and economic 
expansion. 

he state of the Nation’s economic well-being is customarily analyzed through 
use of the national income and product accounts maintained by OBE.  Policy- 
formulation agencies like the Council of Economie Advisers, and the Advisory 
Board on Economic Growth and Stability use these and other long established 
fact-finding and analytical facilities of OBE as an effective and economic way of 
securing information necessary in their functions. 


l 
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Effective efforts have been made to step up the flow of facts for business and 
Government in line with the mounting pty and means have been sought 
continuously to accomplish this with reduced resources. The publication of 
special supplements to the Survey of Current Business has enabled OBE to 
distribute widely—in compact form for general use—information which would 
otherwise have had to be compiled repeatedly in answer to recurring special 
requests. These supplements—such as, for example, the ones on national income, 
or regional trends, on the international balance of payments, on foreign aid and 
foreign investments, and on business statistics—have been sold extensively by the 
Government Printing Office, and have been listed by the United States Chamber 
Commerce as essential sources of business information. 

Operations have been thoroughly reviewed by the Department in line with 
its policy of effectuating economies and making all activities realize their full 
potential. This has been done in a manner calculated to maximize output while 
assuring the timeliness and accuracy of the economic services rendered. For ex- 
ample, reporting of United States Government expenditures abroad has been made 
a function of the Balance of Payments Division, with the merger of the previously 
separate staffs accompanied by a sizable reduction in their total personnel. 

owever, the abilitv of the Office of Business Economies to conduct special 
inquiries as required, to eliminate gaps in the continuing flow of basic data, and 
to improve the quality of the economic intelligence regularly made available is 
regarded as inadequate, and the present budget request is designed to place this 
vital central tunction of the Department on a basis which will better enable it to 
carry out policies designed to aid business. 

The problem of business fluctuations is, we know, the matter of most immediate 
and vital concern to the business community, and the one toward which the pro- 
vision of more complete and speedy information is most frequently requested. 
The increase recommended by the Department for fiscal 1955 is designed to ad- 
vance our work in this field. 

As the Secretary set torth in his statement to this committee, the Office of 
Business Economics staff for this important work is inadequate to the present 
need, and he considers it essential that tnis function of the Office be strengthened. 
The requested increase is for this urgent purpose. The time is ripe when, as now, 
a large body of special (defense-supporting) capital programs are at peak or moving 
down, and total capacity has been expanded to a high level. Expansion of mar- 
kets for capital and consumption goods will be necessary in the period ahead to 
sustain the growth of the economy. 

Facts are essential for proper evaluation of the pressures toward economic in- 
stability and for the development of policies for tne maintenance of growth and 
stability. In the light of the present business situation, the need for such purpose- 
ful work on economic changes is imperative. 


BASIC FUNCTIONS OF OFFICE 


Mr. Meenan. The Office of Business Economics has the basic 
function of analyzing the position of the economy. The appropria- 
tion of $911,600 for this year is designed for the purpose of compiling, 
analyzing the economic position of the United States, preparing the 
balance of international payments, and compiling basic measures on 
the functioning of the economy. 

We get out the monthly index of personal income. We prepare 
the quarterly figures on the national income, gross national product 
and its breakdown. We issue a quarterly review of the balance of 
international payments of the United States, the summary of the 
international aspects of all of the parts of the balance of payments. 
We collect the current information on the flow of investment into 
plant and equipment in the United States, on the total amount of 

rsonal consumption, broken down into the major categories of dura- 

le and nondurable goods, and annually into about 90 categories o 
expenditures. 


‘ 
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PRESENT OPERATIONS CURTAILED 


This year we have adjusted operations to our appropriation of 
$911,600, which represents a reduction in the scale of our opera- 
tions from the earlier period. Over the preceding 6 years the appro- 
priation for this particular basic function, which has remained un- 
changed, averaged about $1,050,000. So that we are operating now 
on roughly $140,000 less than we had for the preceding 5 years, 

In doing so, we have had to adjust our operations. We ave elim- 
inated certain of the material which we have heretofore been collecting. 
We have consolidated the work of one division into a somewhat 
tighter setup. But we have continued to do a comprehensive job of 
measuring and analyzing the major segments of the business situation. 

In the review of our operations, after these adjustments had been 
made, the Department concluded that in meeting its responsibilities 
with respect to the problems of business fluctuations, our present 
organization and staff, under the existing appropriation, is not 
adequate to do the job that needs to be done by the Department in the 
coming fiscal year 1955. Adjustments are taking place in the economy 
as a result of the shifts which are going on at the present time, and we 
expect these will continue as the military expenditures are reduced and 
Government expenditures in general, that is, Federal expenditures, 
are lowered, and it is necessary to shift an increasing amount of the 
national output into consumption and into fixed investment. 

At the present time, the economy is moving along on a fairly even 
keel, with adjustments among particular industries. Some are slow- 
ing down with the elimination in recent months of the increase in 
inventories, which has been a very important factor in the economic 
situation since 1949. 

The aggregate final output of the country—consisting of invest- 
ment, government expenditures, and consumption—has not changed. 
It had ceased to rise by the end of the second quarter of 1952 and in 
the third and fourth quarters of 1953 total output of final products 
leveled off. 

We are making regular surveys of current and projected invest- 
ment, and we make regular surveys, of course, of the volume of con- 
sumption. We analyze current and shifting patterns for the benefit 
of the business community and other groups. We issue every month 
the Survey of Current Business, which is now in the 33d year of 
publication. 


REACTIVATED NATIONAL ECONOMICS DIVISION PROPOSED 


As a result of our current review and analysis of the various 
aspects of the economic situation, our present need, as we see it, is 
the reactivation of a division which in recent years of rapid bus- 
iness expansion it has not been necessary to maintain. Con- 
sequently, through the reduction which we have made in personnel of 
the Office, we have practically eliminated a division which earlier had 
been functioning in the period immediately after the war. At that 
time, business faced the problem of shifting resources, from the 
military program and the military-supporting programs, to meeting 
consumption and developing investment markets. 

We then had the National Economics Division with about 14 indi- 
viduals assigned at that time. During the Korean period, when the 
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pressure again was on for the military program, it was not necessary 
for us to continue that market development operation, because the 
problem had been set aside temporarily and we could eliminate per- 
sonnel which we had working on that particular program. 

The requested increase, amounting to $98,400, is for the purpose of 
reestablishing the National Economics Division, which is the place 
where we service this particular area and where we provide the Secre- 
tary and various members of the Secretary’s Office with data and 
analyses essential for evaluating current business problems. 

The Division is now down to 5 individuals and we are requesting an 
increase to restore the Division to its former staff of 14. That ac- 
counts for the increase which is shown on page 202 of $51,200. 

In order to do the kind of a job that in our judgment needs to be 
done, we have two major tasks ahead, looking toward the strength of 
the investment market and the probable shifts in the consumption 
field which are likely to come about as a result of shifts in economic 
policy, shifts in the level of Government expenditure, and expansion 
of markets necessary to maintain the general level of business output. 

We have requested $35,000, roughly, for the National Income 
Division for the purpose of doing two things—one, we want to broaden 
the data we now have and extend our knowledge, further into the 
future, on the investment programs of business. 

At the present time we make a quarterly plant and equipment 
survey. We project expenditures in that survey for one quarter 
ahead. At the present time we have information through the first 
quarter of the current calendar year. 

We don’t feel that our survey information is adequate at the 
present time, and it should be extended in order to find out more than 
we now know about the plans of business in terms of investments in 
new products, and the developments that are going on in the invest- 
ment market, which are likely to make some difference in total 
expenditures in the year ahead. 


NEED FOR INFORMATION ON CONSUMER SAVING HABITS 


Secondarily, we have provided in this request for filling the gap in our 
knowledge of the relationship of expenditures by consumers to their 
total income. This would provide business a breakdown of the amount 
of income which we carry in our national accounts as saving, which is 
the difference between consumer expenditures and personal disposable 
income, which, in turn, is derived from the total flow of personal 
income, which we measure each month, less the amount of taxes paid 
by these individuals. Disposable income measures the amount that 
is available for expenditure and saving. 

We do not know, since we do not have current figures, the break- 
down of this saving total, which is running at the rate of $19 billion 
a year. We feel at the present time that the $19 billion is high 
relative to the flow of income. We don’t know what the normal rate 
of saving is since we have not had a period of relative stability at a 
high level for a rather long period of time. There have been shortages, 
war, special circumstances, all of which affect the saving picture. 

We feel, however, that the saving rate, which is running at 7% 
percent of total personal income, is higher than we can expect in a 
period when Government expenditures and the necessities of defense 
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are somewhat less than they are at present. That is, it would probably 
be closer to 5% or 6 percent. Therefore, we expect some rise in the 
level of expenditures out of a given income, which is another way of 
saying we expect smaller relative saving. 

The business community has at various times expressed the need 
for a breakdown of that $19 billion figure into its parts—how muchis 

ing into the various forms of saving, how much is in liquid form, 
cow much can be tapped by business through sales promotion and 
how much is tied up in contractual payments which have been com- 
mitted by the individual and are not in liquid form and hence not 
readily available for spending. 

So, aside from staffing adequately the one division for the purpose 
of servicing the Department in terms of its responsibilities with 
reference to the program of stabilization and economic growth, we 
have these two projects where we feel the gaps in our statistical 
knowledge are very important and should be closed at the present 
time. 


COMPARISON OF REQUEST WITH APPROPRIATIONS IN RECENT YEARS 


In summary, therefore, we are asking in 1955 for a total of $1,010,- 
000, an increase of $98,400, for the projects which I have indicated. 
This would in effect restore the level of operations of the Office of 
Business Economics, though not quite up to the average of recent 
years, which is about $40,000 more than the appropriation requested 
for the coming fiscal year. 

Mr. Covupertr. When you refer to recent years, what do you mean? 

Mr. Meenan. The years which I have taken are the fiscal years 
1949 through 1953, during which the average amount which was 
spent was $1,058,000, and the variation over that period was rather 
slight. The maximum amount was $1,094,334 in the fiscal year 
1951; the fiscal year 1953 represented the lowest amount, which was 
$996 358. 

Mr. Couprerr. Your 1954 appropriation came to $911,000, ap- 
parently. 

Mr. Meenuan. That is right. 

Mr. Coupert. Was that the amount requested by the Department 
finally last year after January 20? 

Mr. Meenan. No. The Department requested a higher total. 

Mr. Coupert. Have you got the figure there? 

Mr. Meenan. We requested of the Department for the current 
fiscal year $1,117,000. 

Mr. Covuprert. How much did the Department request of this 
committee? That is all I am interested in. Is that the figure you are 
talking about? 

Mr. Meenan. I am talking about this year’s appropriation. 

Mr. Couperr. What did the Department request in the 1954 
budget estimate for your department? 

r. Meenan. In the original 1954 budget? 

Mr. Worrny. You mean the request of the Bureau of the Budget? 

Mr. Coupert. The request to this committee. You have $911,000 
that you actually got adopted or had available. I just want to know 
what the amount was requested by the Department of this committee 
in last year’s final budget requests. 
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Mr. $988,000. 

Mr. Coupert. So that the reduction was made in the Congress. 

Mr. Meenan. The reduction was made in the Congress. We were 
allowed more by this committee, it was cut by the Senate. In a 
conference there was some adjustment between the two figures, and 
this is the adjusted total which we received from the Congress. 


BREAKDOWN OF PERSONAL SERVICES INCREASES 


Mr. CLevenGcer. | would like to have for the record a breakdown 
of the 15 new positions requested. 

Mr. Meeuan. Yes, sir. 

(The material referred to above follows :) 


NATIONAL INCOME INCREASES 


Grade Number | Amount 


col 
~ 
= 


PUBLICATIONS 


Mr. Cievencer. Mr. Meehan, do you handle the Department of 
Publications? 

Mr. Meenan. No, the Office of Publications Management is in the 
Secretary’s office, Mr. Chairman. We do get out a number of pub- 
lications—the Survey of Current Business and various supplements 
such as the one on national income. 


SALES 


Mr. Cievencer. Is there any return to the Government from 
those publications, or are they all free services? 

Mr. Mrenan. The publications are generally on a paid basis. If I 
may, I would like to indicate how many subscriptions we have to the 
publications. 

Mr. CLEvENGER. It would be interesting to know if there was some 
offsetting return from this Department. 

Mr. Meusnan. Yes, there is a substantial amount of return from 
the sale of publications. For the Survey of Current Business the 
paid annual subscription total at the present time is 11,251, and 
single-copy sales about 449 monthly. The nonperiodical publications 
which we have issued have a price range of from 50 cents to $1.50. 
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For the National Income Supplement the sales were 28,590. For the 
market bulletin that we put out, the sales to date have been 19,987. 
The Regional Trends bulletin sales were 9,652. Business Statistics, 
which we get out every 2 years, and for which we have requested an 
appropriation to publish the biennial edition next year, has sales of 
8,685 up to the present time. We will sell 2,000 or 3,000 more before 
the next edition comes out next year. 

So that our publications do have a substantial sale, and there is a 
large return to the Government in the form of the purchase price of 
our publications. 

Mr. CLevencer. Is there some consideration given to S and E as 
well as the cost of printing in pricing these, or is it just the printing 
cost! 

Mr. Meeuan. The cost of the publication is governed by the basic 
legislation which provides that the Superintendent of Documents 
shall charge a price which in effect represents the cost of the publication 
after we pay for the first copy. In other words, in this appropriation 
we have requested under the printing fund an amount required to set 
the type and to get out in effect what is the first copy, put it on the 
press. 

Mr. Nretson. Mr. Chairman, I have a letter from the Public 
Printer to the Secretary which refers to the sales of all publications 
in the Government, showing $4,787,902, of which $1,238,053 repre- 
sented sales of the Department of Commerce publications. And I 
have copies here if the chairman would like to have them. 

Mr. Cievencer. Are there any further questions on this? 

Mr. Rooney. If I understand this correctly, you now want 10% 
percent more for this Office of Business Economics than you have in 
the current fiscal year. Is that about it? 

Mr. Meenan. That is right. 


TRAVEL FUNDS 


Mr. Rooney. One further matter. I note that on page 215 of the 
justifications, with regard to the request for travel in the amount of 
$3,500, there is the following sentence. 

A number of trips of short distance and duration are necessary for adequate 
discussion of the business outlook with qualified observers from business and 
industrv and for discussion of factors involed in the national income and gross 
with professional staff members of organizations developing data 
in these fields. 


I will let the record speak for itself. That is all. 

Mr. Terror. Mr. Chairman, I want to thank you and all the gen- 
tlemen for your attention. 

Mr. Cievencer. That will be all for today, gentlemen. 
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Wepnespay, JANUARY 20, 1954. 


BUREAU OF FOREIGN COMMERCE 
WITNESSES 


SAMUEL W. ANDERSON, ASSISTANT SECRETARY FOR INTERNA- 
TIONAL AFFAIRS 

MARSHALL M. SMITH, DEPUTY ASSISTANT SECRETARY FOR IN- 
TERNATIONAL AFFAIRS 

JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 


OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


LORING K. MACY, DIRECTOR 
REX A. ANDERSON, EXECUTIVE OFFICER 


SALARIES AND ExpENsES 


Amounts available for obligation 


| 1953 actual 


| 
| 1955 estimate 


Aperepriation or estimate (obligations incurred) 
Comparati ve transfers from: 
“Departmental salaries and , expenses, Bureau of Foreign | 
and Domestic Commerce’’: 
Direct obligations_- $1, 566, 787 
Reimbursable obligations. 4, 290 
“Salaries and expenses, defense production activiteis, 
Commerce” 119, 374 


Total oblig SAS « | 1, 690, 451 


2, 800, 000 


Obligations by activities 


Promotion of United States foreign commerce and investment: 


Obligations by objects 


Object classification 1953 actual 


1955 estimate 


Total number of permanent itions 284 
Full-time equivalent of all other positions 1 
Average number of all employees 253 


Average salaries and grades: 
General schedule grades: 
Average salary $5, 896 
Average grade GS8-8.7 


Personal services: 
Permanent positions $1, 516, 347 
Other positions 7, 183 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 

Travel 
Transportation of things 
Communication services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Taxes and assessments 


Total obligations 1, 690, 451 


| 


$2, 800, 000 
4 | $1,446,900 
1954 estinate | 
212 
$6, 264 
$1, 322, 660 |_| 
02 10, 850 16, 000 
03 6 25 
04 16, 595 25, 000 
06 cinsdeeneanmanbe 110, 614 118, 775 
07 4,344 4, 800 
6, 337 7, 300 
08 12, 313 11, 220 
15 SP 980 880 
1, 511, 900 | 


500 
Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Total expenditures (out of current authorizations). .....|.........-.- 2, 604, 000 


Mr. CLevENGER. The committee will come to order for considera- 
tion of the Bureau of Foreign Commerce, which appears at page 68 
of the committee print and page 703 of the justifications. 


SUMMARY JUSTIFICATION DATA 


We will insert in the record pages 703, 704, and 705 of the justifi- 
cations. 
(The information is as follows:) 


Summary of requirements 


Comparative transfer from: 
alaries and expenses, Bureau of Foreign and Domestic Commeree’’_____............---- $1, 446, 900 
“Salaries and expenses, defense production activities, Department of Commerce’’.-..---. - 000 


Base for 1955 
Net difference, 1955 over 1954: 


iner (+) 
By activity : or decrease 


'——— ~{ United States foreign commerce and 
.. $1, 511, 900 | $2, 800, 000 |+4-$1, 288, 100 +1, 288, 100 


Requirements Difference 
Total estimate of appropriation, 1955.............-...-...------------.-----------------. 2,800,000 | 
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Mr. CLevencer. The request is for $2.8 million. 
Do you have a general statement to offer for the record? 


GENERAL STATEMENT 


Mr. Samurt W. Anperson. I would like to, Mr. Chairman. 
(The prepared statement is as follows:) 


The first thing I learned when I took office as Assistant Secretary of Commerce 
for International Affairs was that the segment of the Department for which I 
was made responsible was not doing and was, in fact, not able to do the job for 
which it was established. I was visited, and Secretary Weeks was called upon, 
by quite a number of businessmen who sought to impress upon us the necessity 
of restoring and strengthening the services of the Department to business, expe- 
cially the services relating to foreign commerce. 

The serious concern of the businessmen who came to see me, as well as the 
many others with whom I talked, prompted me to look at the matter carefully. 
I immediately organized and called meetings of three advisory committees, one 
representing exporters, the second, importers, and the third representing the 
major national business organizations such as the National Association of Manu- 
facturers, the National Foreign Trade Council, the United States Chamber of 
Commerce, and others. I met also with a group on the west coast consisting of 
the business leaders in foreign trade in that part of the country. These several 
meetings were attended by men representing all phases of our international 
commerce—exports, imports, investment, tourist travel, ete. They are hard- 
headed men who have no intention of asking services of the Government which 
they might provide for themselves or obtain from other private sources. Neither 
do they ask of the Government services which are not essential. Yet these men 
urged in strong terms the importance of strengthening our work in the field of 
foreign commerce. 

Tt is obvious that businessmen dealing in international trade have to have 
reliable factual information upon which to proceed. This is true whether they 
are interested in exporting or importing, whether they are only buying and 
selling, or whether they are operating or investing abroad. They need to know 
as much as possible about the factors affecting business in the country or coun- 
tries in wale Daag are doing or hope to do business. If they are interested, for 
example, in export trade, they need the facts about import regulations abroad, 
foreign exchange controls, tariffs, customs rules and the like, and they need in- 
formation on the basis of which to estimate markets. If they are interested in 
investment, the yneed to know about the foreign laws relating to investment, 
the tax structure, and- regulations governing the remittance of earnings, and in 
many instances they need information about transportation and port facilities, 
power supplies, labor resources, financial facilities, and other elements important 
in the overall economic picture. People engaged in foreign trade, just as in 
domestic trade, have to obtain reliable data about marketing channels and 
about the individual firms with which or through which they may do business. 

In foreign commerce the facts that are needed are hard to come bv. To a 
very large extent they are not available from private sources or through private 
channels. They must be assembled and made available by the Government. 
It is for this kind of service particularly that businessmen look to the Depart- 
ment of Commerce. But at the present time the Bureau of Foreign Commerce, 
which is the unit within the Department established to deal with foreign trade 
matters, is not in a position to do the job at all adequately. I have examined 
very carefully every phase of the work of the Bureau of Foreign Commerce to 
see whether the faults and weaknesses about which businessmen complain could 
not be corrected by realinement of programs and by shifts of personnel. It did 
not take me long to discover that this was not the solution. The fact is that 
we do not have personnel enough to assemble essential foreign information and 
prepare it for distribution. We do not have even the resources necessary for 
an adequate program of publications. The difficulty that has to be corrected 
is not a waste of resources but a lack of resources. 

It is hardly necessary for me to emphasize how important foreign trade is as a 
factor affecting the position of the United States both economically and politically. 
In 1952 our exports of goods and services came to nearly $20.6 billion while our 
imports of goods and services came to nearly $15.8 billion. These figures, large 
and impressive though they are, fail to reveal the true magnitude of our interests. 
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Export markets, though not a large factor in many of our industries, are a major 
factor for some of the most important industries in our economy. A study 
recently made by the Department of Commerce shows that for the 3 years 1949 
through 1951 one-half of the total of our exports comes from industries which sell 
abroad more than 10 percent of their output. A third of our exports is accounted 
for by products which rely upon foreign markets for more than 25 percent of their 
sales. For machine tools, tractors, construction and mining equipment, oil-field 
and textile mzchinery, exports constitute 20 percent of the market. Everyone is 
familiar with the fact that export markets are of critical importance for some of 
our major agricultural products such as cotton, wheat, and tobacco. Normally, 
between one-quarter and one-third of these crops are sold overseas. The im- 
rtance of this country as an importer scarcely needs the emphasis of figures. 
Je are the | ter consuming nation of the world and the great importer of raw 
materials. ny doubts that I myself might have had as to the importance of this 
country as a market for other countries were very effectively removed by my 
articipation last summer in Dr. Milton Eisenhower’s mission to Latin America. 
he great sensitivity of the economies of the Latin American countries to the 
American market was strongly impressed upon us everywhere we went. 

There is, however, something more fundamental about the international 

commerce of the United States than quantities and markets. People in many 

arts of the world today look to the United States to help them gain the economic 
improvement upon which in so many places continued independence and freedom 
depend. They look to us to supply the capital and the technical skill so necessary 
for the development of their industries and the improvement of living standards. 
It is clear that as a matter of national policy we cannot continue indefinitely 

iving economic aid to other countries on a government-to-government. basis. 

e must find some other way less burdensome to our own people and more in 
keeping with our institutions. The only other way is through international 
commerce carried on by private interests. It is to the strengthening of this com- 
merce that we must look to help bring about the development of resources and 
the steady economic improvement in the life of people which is so necessary to 
freedom everywhere. 

These brief comments, I hope, will serve to depict the attitude in which we have 
approached the preparation of the appropriation request for the Bureau of Foreign 
Commerce for the fiscal year 1955. 

In preparing this request we have had two main purposes in view. The first 
of these purposes is to strengthen the basic geographic and commercial intelligence 
work of the Bureau. The proposed budget provides, accordingly, for expansion 
of staff in the Office of Economic Affairs in which foreign economic and commercial 
information is assembled on a country-by-country basis and in which our work 
in the field of international trade statistics is carried on. I cannot emphasize too 
strongly the importance of increased strength here, not only because it is an essen- 
tial step toward correction of the serious defects about which businessmen properly 
complain, but also because it is of key importance in connection with the various 

uestions of United States foreign economic policy with which the Department of 

ommerce as one member of the executive family has to deal. The budget pro- 
vides also for a similar strengthening of staff in the Office of Intelligence and 
Services. This is intended to bring to a moderately effective level the work of 
gathering information about foreign firms and foreign marketing channels and 
sources of supply for which the foreign trade community over a period of many 
years bas depended upon the Department of Commerce. I may add that this 
kind of information has been put to most effective use in our export control work, 
particularly in connection with preventing the movement of strategic commodities 
to the Soviet bloc. It is, however, not sufficient to merely obtain and distribute 
information about foreign markets and investment opportunities. An even 
greater effort is required in our day-to-day dealings with foreign governments 
and international organizations to obtain the adoption of policies in foreign 
countries and the establishment of laws designed to improve the conditions under 
which our businessmen have to operate. In a broad sense what we have to do is 
to bring the leadership of the United States Government so to bear in the inter 
national economic field that there will be created a more friendly and more 
vigorous trading community. 

The second main purpose which we have had in mind in preparing the 1955 
budget is to put some real effort, not a large effort but a concentrated one, into 
a few carefully selected programs. These programs bear directly upon important ° 
problems. One of these is in the field of international commodity policy. There 
are a number of commodities, rubber, wheat, and tin are examples, in connection 
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with which spot! problems of production and marketing seem to arise and for 
which special international arrangements have existed or have been proposed. 
It is important that the Department of Commerce be able to do effective work 
on these problems. The establishment of the Business and Defense Services Ad- 
ministration should assure the necessary specialized commodity expertness. The 
establishment of a small international resources staff in the Bureau of Foreign 
Commerce is intended to enable the Department to approach such problems with 
due regard to their significance to the foreign countries most immediately con- 
cerned and with an eye to their implications for international trade policy. We 
are satisfied on the basis of experience to date that there is more than enough 
need fully to justify maintaining such a staff. 

The other selected programs are more directly promotional. A certain amount 
of work has been done in the past in the field of what we call trade development 
under which are included such activities as assistance in the development of foreign 
marketing channels, the assistance in the protection of patent rights abroad, en- 
couraging participation in trade fairs and other similar activities. Among these 
activities two in particular deserve more sustained attention. Stronger participa- 
tion in trade fairs abroad by the United States is desirable not only for the sound 
business purpose of displaying the wares of our industries, but also for the purpose 
of conveying to people abroad a concrete demonstration such as only the products 
themselves can give of the creative power of the private enterprise system. The 
second of the international trade development activities which needs to be carried 
on more strongly is that pertaining to foreign trade zones. Relatively little advan- 
tage has been taken of the possibilities inherent in the law providing for the estab- 
lishment of foreign trade zones. We believe that the Department of Commerce 

an obligation, inasmuch as the Secretary of Commerce serves as Chairman of 
the Foreign Trade Zones Board, to do what it can to encourage the proper use of 
such facilities. Foreign trade zones have the potential, we are convinced, to 
become a very valuable instrument in the conduct of international trade. 

Work has been done in the past also in the promotion of foreign travel. This 
had to be dropped for the fiscal year 1954 by reason of lack of funds and repre- 
sentatives of the travel industries have been particularly vocal in urging that 
funds be found to restore this program. Expenditures by Americans traveling 
abroad constitute, of course, a fairly substantial item in our international balance 
of payments and could become even more substantial. With the right sort of 
a m and with the cooperation of the travel industries, of which we are assured, 

t should be possible to bring about an increase in foreign travel by Americans 
with wholly Peneficial effects upon our international economic position. It is 
important that the effort be made. This mainly involves cooperating with the 
travel industries in efforts to ease the obstacles to travel, especially the more 
onerous Official obstacles such as complicated foreign exchange rules and other 
similar things, and thus giving a stimulus to a very useful form of ‘‘dollar imports.” 
I know of no groups which are opposed to the export by European friends of their 
scenery and opportunities for recreation. 

By far the most significant of the promotional programs, however, and the one 
which by all odds it is most important to sete on with maximum strength, is the 
promotion of private foreign investment. he Bureau of Foreign Commerce 
already has made a significant start. In aecordance with section 516 of the 
Mutual Security Act of 1952 the Bureau undertook a study of the factors limiting 
American private investment abroad and has published a summary of the results 
and a country-by-country survey of investment conditions. These reports have 
attracted wide attention in business and financial circles. They are notable for 
their businesslike approach and their candor and they are very realistic in their 
appraisal of the problem as a whole. The Bureau also has made detailed surveys 
of investment conditions in a number of countries and has published so-called 
investment manuals for Colombia, for Venezuela, and for India. These manuals 
attempt to present in compact form the information concerning those countries 
and their resources and institutions which is of interest to all classes of investors, 
no matter what might be the particular branch of business or industry in which 
they are interested. These manuals have found a more than eager market and 
they have met with nothing but praise. 

he budget request for 1955 reflects accurately my own convictions as to exactly 
the things that should be done toward the promotion of private foreign investment 
and as to the value of those activities. It is already clear from experience to date 
that the assembly and dissemination of information as to investment conditions 
abroad is an indispensable part of an effective program. Certainly for those 
foreign countries in which there is real indication of a fairly wide interest on the 
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part of American investors, manuals similar to the ones already published for 
Venezuela, India, and Colombia should be published. It might take a period of 
several years to cover all the countries that should be covered proceeding at a rate 
of 6 or 8 countries each year. We tentatively plan to do 8 countries in addition 
to those already covered by the end of the fiscal vear 1955, including among others 
Pakistan, the Union of South Africa, the Philippine Republic and Turkey. The 
Bureau of Foreign Commerce is regularly being called upon, of course, for infor- 
mation considerably more detailed and specific than it is possible to set forth 
within the space limitations of an investment manual. It is being called upon 
also for information concerning virtually every country in the free world. It 
is important that the Bureau be in a position to accommodate these requests. 
It must, therefore, have the staff to assemble the pertinent data in a properly 
ns a fashion and the facilities to make the information available to those who 
need it. 

This informational work has an importance which does not depend merely upon 
its specific value to American investors. It has another kind of usefulness of 
parallel or even greater importance. It frequently serves to bring to the attention 
of influential people in foreign governments, as well as the foreign business and 
financial community, some of the things which a country must do if it is to offer 
an attractive field of investment for foreign capital. There is general agreement 
that the main inpediment in the way of a larger inflow or foreign capital, especially 
in the less developed countries, is the failure on the part of the governments of 
those countries to recognize the importance of establishing conditions attractive 
to foreign capital, particularly sophisticated capital. It always must be borne 
in mind that foreign capital goes only where there is an adequate opportunity for 
profitable development and where investors can proceed with real assurance of 
nondiscriminatory and consistently fair treatment. Where there is a genuine 
desire on the part of a foreign government and the foreign business community 
to attract foreign capital and to have the advantages of the technical skill and 
assistance which accompany the capital, there is much that we can do and do 
appropriately through helpful advice and suggestion. If we in the United States 
propose to promote the export or private capital from this country on a sound 
basis, it is important that we should thus help foreign countries in which there is 
a ground for it. This kind of work requires a great deal of tact and skill and a high 
degree of professional competence, especially on the part of those who represent 
the United States in these matters abroad. They must be selected with care and 
they must be adequately trained. They must be drawn largely from banking and 
business circles in which there is a realistic comprehension of what the factors are 
which determine whether a decision about investing abroad will be negative or 
affirmative. It is this kind of carefully constructed effort requiring knowledge and 
skill, both here in this country and in the field, which, in my judgment, will lead to 
sound increases in the flow of private American capital into investment abroad. 
Such increased investment is to the mutual benefit of the United States and our 
foreign friends. 

The investment of private capital abroad is a natural sequel of the technical 
assistance program. This program is coming now to a point in some of the 
underdeveloped countries at which, if there is to be a further and wider kind of 
development, there must be substantial capital investment. Local capital is not 
adequate for the task. Private capital, however, from this country or other 
foreign sources will flow into these areas only if the countries themselves offer 
adequate inducements. It is at this juncture that the Department of Commerce 
can be most effective if we have the personnel to do the work. 

These few carefully selected programs upon which we have sought to place 
emphasis in preparing the program of the Bureau of Foreign Commerce for the 
fiscal year 1955 are the ones which, in our judgment, are best calculated to advance 
the foreign economic objectives of the United States in the present position of our 
international trade and payments. The position, as you know, is one in which 
our exports of goods and services greatly exceed our imports of goods and services. 
It is important that our exports be maintained at as high a level as possible, not 
only because of the favorable effects upon domestic economic activity, but also 
because of the importance of supplies from the United States to people abroad 
and the constructive effects upon general economic development which our 
exports tend to bring. It is hardly likely that in any short period of time we can 
look for large increases in our imports. It is essential, however, that the avail- 
ability of dollars to foreign countries for purchases in the United States should 
be maintained and, if possible, increased. The avenues which appear to provide 
the most promising approach to this objective are those about wnich I have been 
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speaking. It is to these avenues that we must look at the present time in our 
effort to accomplish our aims through the work of private enterprise. 

The budget request for export control represents oir best estimate of what it 
will cost to operate an effective export control program in the fiseal vear 1955. 
The budget is based on the assumption that we will he receiving an average intake 
of applications for export license of about 1,500 a day. This compares with an 
average application intake of about 2 200 a dav during the fiscal year 1953 and 
rey applications a day in November, the latest month for which figures are 
available. 

I can assure the committee that the export licensing operations are being carried 
out competently and efficiently. Over 78 percent of the license applications are 
disposed of within a week after their receipt and less than 3 percent remain out- 
standing for more than 2 weeks, and then only for good reasons. There is very 
little complaint from the export community about the way the export controls 
are handled. On the contrary, the exporters have commended many times the 
efficiency and the impartiality of the operation. It has not been easy, especially 
during this past year, to maintain such a sound record. During the course of 
the year there has been a drastic reduction in export control personnel. Fmploy- 
ment was reduced from 1,070 on January 1, 1953, to 703 on October 31, 1953. 
These figures include Customs, Advisory Committee on Export Policy, and field 
service. This reduction, however, which was brought about by a curtailment in 
the scope of our export controls was managed skillfully and did not impair the 
efficiency of the remaining licensing operations. 

Under the terms of the Export Control Act the control authority is rather 
broadly drawn so as to leave a wide area of judgment and discretion to the ad- 
ministering agency. Controls are authorized to be used for three principal 
purposes, namely, to protect the domestic economy against an undue drain of 
materials in short supply, to aid in carrying out the foreign policy of the United 
States, and to sereen exports from the standpoint of the national security. At 
the present time controls are directed preponderantly to the third of these pur- 
poses, that is, we are controlling very few commodities except those of a strategic 
character. All exports to the European Soviet bloc, of course, are subject to 
licenses whether or not they involve strategic commodities and all export to 
Communist China and North Korea are at the present time embargoed. he few 
commodities that remain subject to control for reasons of supply constitute only a 
residual of special cases. During the past year by far the major part of the 
commodities that were subject to control for supply reasons has been put under 
general license and may be exported freely to friendly countries and safe destina- 
tions. The removal of short supply controls was the major factor in bringing 
about the reduction in the intake of applications and the factor responsible for the 
reduction of personnel to which I have referred. 

We expect that the export-control program for 1955 will be essentially similar 
to the one now in effect. It may well be, of course, that other ways will be found 
to simplify and streamline procedures. Only recently some new techniques of 
licensing have been developed which reduce the paper workload of exporters 
and which reduce in some degree the workload of the Bureau of Foreign Commerce 
as well. We are attempting to make use of any such techniques to as great an 
extent as possible consistent with the basic responsibility of keeping strategic 
commodities out of unfriendly hands. It may well be also that we will be able 
to remove from contr! some additional commodities for shipment to areas where 
there is very limited risk of transshipment. However, in the absence of a real 
change in the general condition of international affairs, there appears to be no 
prospect of our being able to dispense with the general range of controls now in 
effect for security reasons. 

I may say in this connection that the matter of trade-control policy has been 
given a thorough review by the present administration and a new statement of 
general policy has been provided to us to guide the program. Although the new 
policy permits of a somewhat greater flexibility of action than before, it does not 
make or contemplate drastic changes. Accordingly, while it may prove desirable 
to make adjustments from time to time in the es operations, there is 
no prospect of any real change in essentials. orld conditions simply do not 
permit of that. 

The budget request for 1955 represents, as I have stated, our best estimate of 
the requirements. Necessarily, there is in this estimate a judgment also as to 
the degree of care and vigilance with which trade controls in the interest of security 
should be exercised. This is a matter about which there can be differences of 
opinion. Some people, I daresay, might teel that our controls are more extensive 
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than is necessary; many other people, I am sure, would feel that we are not 
nearly restrictive eaough. I want to say quite frankly that the extent to which 
controls have already been relaxed involves some risk. ‘This is a risk which we 
knowingly take. It is a risk which could be reduced if we required a greater 
number of individual export transactions to be reviewed and licensed. On the 
other hand it is a risk which increases if lack of adequate tunds requires us to 
make further relaxations to avoid a workload beyond our capacity to handle, 
In my judgment the appropriations which we ask would enable us to do an ade- 
quate job to protect the national security, and I therefore urge your caretul 
consideration of these estimates. 

Mr. CLeveNGER. You may discuss it, if you would like. 

Mr. Samusu W. Anverson. First I should like to introduce to the 
other members of the committee my new Deputy, Mr. Marshall 
Smith, who is on my left here. Mr. Smith joined us some months 
ago. He is former president of the E. W. Bliss Co., and for 19 years 
ran all the foreign operations, both manufacturing and sales, of the 
Worthington Pump Co. 

The rest of the gentlemen with me I think are known to you. 

Mr. Chairman, as you say, I have offered this statement for the 
record. I would like, with your permission, to spend the first part 
of this afternoon in going over some charts which I have brought up 
here to explain the work and the activities of the Bureau of Foreign 
Commerce substantively. If I may I will proceed immediately with 
that. 

Mr. CLevencer. All right. 

Mr. Samus W. Anperson. Incidentally, most of these charts were 

repared for the purpose of briefing our field-office personnel and 
oreign visitors of various kinds. We thought they would be useful 
in describing in detail some of the work of the Bureau of Foreign 
Commerce. We can, of course, only chart what amounts to the end 
products of our work. You cannot chart the work of a man sitting 
at a desk and studying incoming reports. 


BASIC RESPONSIBILITIES 


Basically the enabling law is— 


= foster, promote, and develop the foreign and domestic commerce of the United 
states, 

The four basic functions we perform are: 

First, the Bureau keeps businessmen up to date on the foreign 
economic conditions which affect their business and investment 
decisions. 

Second, the Bureau works on improving these conditions. 

Third, the Bureau represents foreign traders’ interests and judg- 
ments in Government policy formulation and administration. 

Fourth, it administers short supply and security export controls. 


ACTIVITIES OF BUREAU 


These are some of the things we work on: First, informational and 
analytical reports on foreign trade and investment, foreign economic 
conditions, trade regulations, taxes, tariffs, commercial intelligence, 
world trade directory reports, trade lists, trade and investment 
opportunities, and trade complaints. 
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Mr. Bow. Mr. Chairman, is it permissible to interrupt the gentle- 
man as we go along in the consideration of these charts? 

Mr. CLevenGer. If it is pertinent. 

Mr. Bow. On your item 1, how do you carry out that function? 
What is the actual operation? The chest does not mean anything 
unless we know what you are doing. 


FOREIGN TRADE REPORTS 


Mr. Samvuet W. Anperson. The reports on foreign trade abroad 
emanate, of course, from the Foreign Service of the United States, 
insofar as our own Government is concerned, as well as the MSA 
mission reports. In addition to that we receive large numbers of 
reports issued by foreign countries and their respective agencies as 
well, in many languages. 

Does that adequately cover it? 

Home Bow. What do you do with them? What is the purpose of 
them? 

Mr. Samuet W. Anperson. They are taken into our area divisions 
and to our country specialists, in almost all cases, and are studied and 
used among other things as the basis for the preparation of publica- 
tions which we will show you in a few moments here for the benefit of 
the American foreign trading community. 

_ And they are 4 of course, the basis of answering individual 
inquiries. 

he same information is also made available to the field offices of 
the Department of Commerce and through them to some 800 chambers 
of commerce and other cooperating offices in the United States. 

Mr. Bow. Your information, you have said, does not come from 
your own people abroad, but comes generally from the Foreign Service 
officers and the publications of the nations themselves? 

Mr. Samuget W. Anperson. That is correct. The Foreign Service 
officers, commercial and economic attachés in the embassies, which, 
prior to 1939, were on the Commerce Department payroll, but which 
now are officers of the Foreign Service of the United States. 

Mr. Bow. All right. 


TRAVEL PROMOTION 


Mr. Samvuet W. Anprerson. Second is‘ Travel promotion and trade 
fairs.” Up to 2 years ago we did under the MSA Act carry out a 
limited travel promotion function. We propose in the 1955 budget 
to reactivate that, because of the strong demands of the industry for 
some Government cooperation in that work. 

Mr. Bow. May I interrupt you there? 

Mr. Samugt W. ANnperson. Yes, sir. 

Mr. Bow. What do you intend to do in travel promotion? 

Mr. Samuget W. Anperson. We are asking for some $78,000, and 
we propose to have a small staff and sufficient money for some traveling 
for the purpose of negotiating with foreign governments to eliminate 
present obstacles and annoyances and regulations which we find are 
upsetting or are a deterrent to travel abroad. 

In addition to that we plan to work actively with the travel organi- 
zations in the United States in assisting them with such market 
analysis as may be available through Government sources, not normal- 
ly available to them. 
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Mr. Bow. Is it your idea on travel promotion that you are going 
out to try to stimulate travel? 

Mr. Samust W. Anperson. Not directly. We are not going to 
engage in advertising or anything like that. 

ased on our past experience, it appears quite clear that the efforts 

of official Government officers in negotiating, for example, the with- 
drawal of the necessity for visas, is important. That was accom- 
jlished by our previous efforts, and those of the MSA. Also, there 
is the liberalization of the currency regulations, so that the traveler 
is less bothered for things of that kind. 


POSSIBILITY OF OVERLAP WITH FOREIGN SERVICE 


Mr. Bow. Is that not a function which could very properly be 
handled now by our Foreign Service officers abroad? Is that not 
really a function of those officers; for changes in currency regulations 
or in the release of visas? Are you not getting into the area that 
should be handled by our Foreign Service officers? 

Mr. Samuet W. Anperson. In many instances this cannot be 
simply a bilateral operation. It has to be a multilateral operation, 
so that one individual Foreign Service post frequently is at a handicap 
as against some multilateral negotiation, particularly in connection 
with the foreign travel meetings that are held from time to time. 

Mr. Bow. I am wondering if that still is not a matter, even though 
it is multilateral, to be handled by the Foreign Service officers, who are 
there and on the spot, rather than by the Department of Commerce. 
It seems to me that is a matter in their jurisdiction. 

Mr. Samuet W. Anperson. Another difficulty with that is that the 
normal Foreign Service officer is not particularly well-trained as a 
specialist in the field. 

Mr. Bow. But you do not have any people over there? 

Mr. Samuet W. Anperson. We do not have any now. 

Mr. Bow. Are you intending in this budget, with this $78,000, to 
begin to establish offices abroad? 

Mr. Samuet W. Anperson. No. No. 

Mr. Bow. Then it would be handled there by your Foreign Service 
officers, would it not? 

Mr. Samuret W. Anperson. To the extent that it is required for 
individual efforts by the Foreign Service officers, in the case of bilateral 
negotiation, of course that is true. But in the case of working, for 
example, with the travel organizations in this country, and assisting 
in their efforts and helping them to promote the idea of market 
analyses and things like that, that would necessarily have to be 
largely done here in Washington. 

Mr. Bow. So you have about $78,000 in this budget for that 
purpose? 

Mr. Samuet W. Anperson. That is right. 


TRADE FAIRS 


Mr. Bow. Including the trade fairs? 

Mr. Samuet W. Anperson. No. There is no identifiable particu- 
lar segment in the Bureau of Foreign Commerce for that. ere are 
a number of people who work on it. Wedosome work onitnow. We 
will come to that in a few moments on the chart. 
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Trade fairs, particularly in Europe, are very significant in develop- 
ing an interest in American products. 


TRANSPORTATION, COMMUNICATIONS, AND PUBLIC UTILITIES 


Third is the “Transportation, communications, and public utilities.”’ 
That work consists of a small group in the Commerce Department 
which becomes expert on all regulations of communications, power 
rates, transportation costs, and all matters that a foreign exporter or an 
importer needs to know in order to calculate his business operations 
abroad. 

ECONOMIC AND COMMERCIAL POLICY 


Fourth, economic and commercial policy—trade advisory commit- 
tees, reciprocal trade agreements, commodity agreements, treaties of 
commerce, investment, and foreign financial matters. 

The Department of Commerce, Bureau of Foreign Commerce, is 
represented in all the interagency development of foreign economic 
policy as typified by those various segments. 


FOREIGN TRADE 


Mr. Bow. What do you have to do with the reciprocal trade 
agreements? 

Mr. Samuet W. Anperson. We sit on the trade agreements 
committee. 

Mr. Bow. With the State Department? 

Mr. Samuet W. Anperson. With the State Department and the 
other agencies. We contribute a major portion of the staff that 
attends the meetings of GATT and carry on all the negotiations of 
the reciprocal trade agreements. 

No. 5 is foreign-trade zones. The Secretary of Commerce is 
Chairman of the Foreign Trade Zones Board. Incidentally, this has 
been neglected in the last few years. We think that the foreign-trade 
zones, of which there are five, can contribute far more than they have 
in the past toward stimulating and helping to promote foreign trade. 

Incidentally, there is very small activity, of course, under the 
China Trade Act and the British token import plan. Those are very 
small things. 

Finally we have the administration of the Export Control Act. 


EXPORTS COMPARED WITH PRODUCTION 


This next chart I just briefly brought up because it is useful in 
demonstrating the importance of exports to our economy. Here is a 
long list, which you may not be able to read very well, with the amount 
of exports. 

This chart shows the percentage of the total production in the 
Meee States which was exported in that year. These are 1952 

gures. 

For example, rice is almost 60 percent; wheat is almost 50 percent; 
grain sorghums are about 40 percent; and so on down the list. These 
are the food items here. 
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You have raw cotton, tobacco, lard, soybeans, DDT, copper sulfate, 
penicillin, carbon black and soon. You can see they are all significant 
things. 

This is just an illustration of a lot of the important items in our 
economy which count upon export markets for a substantial part of 
their sale, 

BARRIERS TO EXPORT OF PASSENGER CARS 


Mr. Bow. I notice your item for passenger cars is very low. What 
is the situation now on the export of passenger cars? 

Mr. Samust W. Anperson. It is very poor. 

Mr. Bow. In other words, there is a very high-tariff barrier against 
that? 

Mr. Samus. W. Anperson. Not only that, but there are quotas. 

Mr. Bow. Let us get this on the record. There is a high-tariff 
barrier? 

Mr. Samuet W. Anperson. In a great many countries there is a 
substantial tariff, but, more important than the tariff, there are 
quotas or indeed embargoes. 

Mr. Bow. Against the shipment of our cars into those countries? 

Mr. Samuret W. Anperson. Against the shipment of any cars of 
substantial cost. 

We think that the regulations in a number of countries where the 
embargoes or the quotas are involved, based upon weights or values, 
are discriminatory, and we are constantly working to try to eliminate 
those. 

In the presence of the dollar shortages in a great many parts of 


the world, of course, luxury items—and cars, unfortunately, in many 
parts of the world are regarded as luxuries rather than necessities— 
are the first to feel the effects of the quota. 


RESTRICTIONS ON IMPORTS OF UNITED STATES PRODUCTS 


Mr. Bow. Do we have some embargoes on other materials, other 
than automobiles, in some of these countries? 

Mr. Samuret W. Anperson. Oh, yes. 

Mr. Bow. Against products made in this country? 

Mr. Samuget W. AnpgERsoN. Oh, yes. 

Mr. Bow. Does your Department have a list of those embargoes 
and the tariff walls, in comparison to our own, with which we could 
be supplied? 

Mr. Samuget W. Anprerson. Yes. That as a generality would be 
a very elaborate study. I would like to suggest, if I may, that we 
give you the most important embargoes, if you wish, for the record, 
rather than to go whole hog, because it would be an enormous 
document. 

Mr. Bow. I think it is one thing that a lot of people do not realize 
when they talk about trade; that we do have barriers against us across 
the sea. 

Mr. Samuet W. Anpverson. There is no question about it. 

Mr. Bow. They sometimes wonder why we have some tariffs on 
the same products across the sea, where the tariffs are even higher. 

Mr. SamMuEL W. Anperson. There is no question about it. The ~ 
present situation in the world, with the dollar shortage being what it 
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is, with the restrictions against American goods, is such that restric- 
tions against us substantially exceed in severity and in magnitude 
these restrictions against other goods. 

(The information follows :) 


Important Unirep States Propucts, Imports of Wuich ARE ExcLUDED oR 
SEVERELY RESTRICTED BY THE OPERATION OF IMPORT RESTRICTIONS IN 
Fore1Gn Countries 


Recent experience has been that while their importation from the United States 
is not specifically prohibited on a priority basis, the operation of day to day import 
and exchange quotas and/or other licensing policies has resulted in no more than 
small or infrequent licensing of the following: 

Commodity 
Assembled automobiles 
Textile fabrics 
Shoes 
Hosiery 
Steel files and rasps 
Grains 
Certain dairy products 
Fruits and vegetables 
Certain meat products 
Certain vegetable fats and oils 
Sugar 
Certain tobacco products 
Hides and skins, certain leather products 
Assembled automobiles over 1,240 kilograms in weight, 
except those of 4-wheel drive and except those for 
public transportation 
Rubber tires for vehicles, casings, except specified sizes 
Coal, except anthracite 
Certain textiles and textile manufactures 
Certain paper products 
Certain soaps 
None 
Cellophane 
Powdered eggs 
Powdered milk 
Sulphonated oils 
Leather footwear 
None 
Assembled automobiles 
stockings 
al 


Automotive replacement parts 
Dressed leather 

Certain machine tools 

Certain pharmaceuticals 
Manufactured tobacco products 
Coated abrasives 

Certain fresh fruits 

Prunes (dried) and raisins 
Typewriters 

Radio receiving sets, household 
Vacuum cleaners 

Amateur box-type and folding cameras 
Motion-picture projectors 
Motion-picture films (not exposed) 
Dental metals, precious 
Mechanical pencils 

Fountain pens 

Office machine ribbons 
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Country 
Germany, Federal Re- 
public 


Italy 
Netherlands 


Switzerland 


United Kingdom 


Union of South Africa__ 


Commodity 
Coarse grains 
Flour and milling products 
Fruits, other than citrus and tropical fruits 
Fish and fish preparations 


Wax and paraffine 

Assembled automobiles 

Certain rubber articles 

Certain iron and steel products 

Tires (inner tubes and casings) 
Electrical and mechanical refrigerators 
Washing and wringing machines 
Cash registers 

Assembled automobiles 

Used bags (jute) 

Compressors 

Automobile tires and tubes 

Walnuts 

Dried apples 

Salmon 

Soaps and soap powder 

Trucks 

Nylon hosiery 

Parts for watches 

Assembled automobiles 

Typewriters 

Canned fruit 

Canned fish 

Fresh citrus fruits 

Small tractors 

Dictating machines 

Assembled automobiles 

Motors and generators of certain types 
Certain textile machinery 

Industrial sewing machines 

Certain precision and measuring tools 
Dairy, poultry, and farming appliances 
Optical and other lenses 

Sheet and plate glass 

Electric bulbs and fluorescent tubes 
Powdered milk in bulk 

Canned fruits, vegetables, and fish 
Cigars, cigarettes, and unmanufactured tobacco 
Belt dressing, belt preservatives, and leather belting 
Coal-tar dyes 

Soaps 

Luxury-type consumer goods 
Luxury-type food products 

Edible oils and fats 

Beer 

Soap 

Fresh vegetables 

Rubber-soled canvas shoes 

Cotton weaving yarns 

Certain cotton manufactures 

Certain paper products 

Incandescent and fluorescent bulbs 


Nails 

Canned foodstuffs 

Fruit juices, beverages 
Tobacco products 

Certain textile manufactures 
Certain electrical manufactures 
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Country Commodity 
Union of South Africa— 
Continued Assembled automobiles 


Certain glass products 
Rubber tires 

Certain paper products 
Furniture 

Certain leather manufactures 


Note.—The foregoing list covers the 17 most important trading partners of the 
United — which cumulatively account for about 75 percent of our exports and 
imports alike. 

he most important single impediment to expansion of United States exports 
during the postwar period has been the almost universal foreign shortage of dollars. 
Licensing and exchange controls are presently in many cases the major instru- 
ments used to control imports and are designed primarily to insure the use of the 
limited supply of foreign exchange, relative to demand, for the most essential 
import requirements. The commodities subject to licensing and exchange con- 
trols necessarily vary from time to time in accordance with the state of the 
country’s foreign exchange reserves and. its ability to buy from nondollar sources. 
When the supply of dollars is inadequate to meet the total import needs from the 
United States, proposed imports are screened by the use of the licensing procedure 
in order to allocate the dollars available to the most essential import requirements. 
In making this determination in an individual case, the following criteria are 
usually important: (1) Is the commodity available locally or from soft-currency 
sources?; and (2) is the commodity more essential to the economy than other 
commodities for which there is also import demand?, i. e., producer goods which 
are not available locally or from soft-currency areas would normally be licensed 
in preference to, or much more generously than, producer goods which could be 
obtained without the expenditure of dollars or consumer goods or luxury items 
which the Nation could more easily do without. It is not the primary purpose of 
these controls to reduce the amount of dollars expended; rather it is to insure that 
whatever dollars are available be expended on the United States exports most 
urgently needed. 

The foregoing list includes those commodities which are important in United 
States trade and of which exports to the countries indicated are presently at a 
relatively low level in comparison with previous periods. In some cases, import 
controls are not solely responsible for the low level of exports but must be con- 
sidered in conjunction with the establishment of United States branches abroad, 
the development of home industries, and technological changes. The establish- 
ment of United States branch plants for automobile assembly and for the manu- 
facture of various cOnsumer goods appliances, for example, cannot be disregarded 
in assigning reasons for any decline in the rate of United States exports of these 

roducts to European countries. Similarly, the decline in exports of soap to the 
Netherlands and paraffin and wax to Germany may be ascribed in important 
part to the development of an economic home industry. 


DECLINE OF WHEAT EXPORTS 


Mr. Coon. For what year is that chart? 

Mr. Samuet W. Anperson. The 1952 year. 

Mr. Coon. Did we export 50 percent of our production of wheat in 
1952? 

Mr. Samuet W. Anprerson. We did; $942 million worth. Almost 
a billion dollars worth. 

Mr. Coon. Have you the figures on what we exported in 1953? 

Mr. Samurt W. Anperson. I do not think we have them here. 
We can furnish them for the record if you would like. It is very 
much less. 

Mr. Coon. It must be, because of our mounting surplus here. 

Mr. Samurt W. Anperson. We can give you an estimate of about 
December. . 
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(The following information was supplied:) 


Complete data for 1953 are not yet available. For the first 11 months of the 
year wheat and flour exports amounted to only $553 million in comparison with 
$942 million in the previous 12 months. A comparison of exports with production 
shows that whereas exports in the cropyear ending June 30, 1952, had equalea 48 
percent of production, in the following period they equaled only 25 percent of 
production, 


Mr. Samurt W. Anperson. That, of course, is due to our price sup- 
port program, which has priced us in considerable measure out of the 
export market. 

Mr. Coon. The same program was in effect the year before. 

Mr. Samus W. AnvrErson. No. The year before, if my recollec- 
tion serves me correctly on the price supports, the price was not sub- 
stantially higher than the world market. 

Mr. Macy. The world market has come down. 

Mr. Coon. The support price has been the same in this country. 

Mr. Suira. It is an increase in supply abroad that has brought down 
the price. 

Mr. Samuet W. ANDERSON. 1952 was a short-crop year, for instance, 
in Argentina, but this year was not. 

Mr. Macy. May I interpose to say that the International Wheat 
Agreement would have some effect here. There is a subsidizing of 
wheat shipments under that agreement in the last year. 

Mr. SamMuEL W. Anprerson. That is unique in respect to wheat, as 
against, let us say, cotton. 

Mr. Bow. Do you mean, then, that the drop we have had in this 
figure for exporting wheat has been caused by the International 
Wheat Agreement? 

Mr. W. Anprerson. Has been caused by? 

Mr. Bow. Yes. 

Mr. Samuet W. Anperson. No, I would not say that is the 
primary cause. The primary cause, in my judgment, is the fact that 
our support price is higher than the world ary In order to alle- 
viate part of that damage the wheat agreement provides that we will 
subsidize the given amounts as established in the wheat agreement in 
our export to the national markets, between these two prices estab- 
lished in the agreement. 

Mr. Coon. How many bushels are we committed to in the Inter- 
national Wheat Agreement? 

Mr. Samuret W. Anvzerson. I do not remember the figure offhand. 
We can furnish you that. 

Would you like to insert a copy of the wheat agreement here, pr a 
summary of it? 

Mr. Coon. Just a percentage would be enough for our purposes. 

(The information is as follows:) 

The United States quota under the current International Wheat Agreement is 
209 million bushels as compared with 253 million bushels in the previous agree- 


ment. 
WHEAT SHIPMENTS TO INDIA 


Mr. Cievencer. Was 1952 the year we shipped a lot of the wheat 
to India, or was that 1951? 

Mr. Samvuet W. Anverson. I think that was 1952. 

Mr. CLevenGceEr. I think we should have the amount of gift wheat. 
designated out of this amount that we did export. 
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Mr. Samurt W. Anperson. Yes, sir; we will put that in the record 
as well, 

(The information is as follows:) 

The Indian aid program was based on a loan to India secured by a note given 
by the Indian Government. ‘The original amount of the program was $190 million. 
Of this total $189,656,721 was used. One cargo of wheat (375,000 bushels) was 


shipped in June 1951. Remainder of program (70.8 million bushels) was shipped 
in the period July 1, 1951 to June 30, 1952. 


WHEAT SHIPMENTS TO PAKISTAN, JORDAN, LIBYA, AND BOLIVIA 


Mr. Cuirvencer. This year we have wheat for Pakistan, do we 
not; or was that this past year? 

Mr. Bow. Last year we shipped to Pakistan. 

Mr. Cievencer. You might show how much of that was given 
away. 
(‘the information is as follows:) 


Wheat-gift shipments during the calendar year 1953 


Bushels 


NotE.—The above do not include economic aid program but only programs similar to that for Pakistan. 
All of the above shipments, except one small shipment to Pakistan in the last week of June 1953, were made 
during the last 6 months of calendar year 1953. Neither do they include shipments for East Germany 
feeding program. 


! Total program for Bolivia: 1,700,000 bushels. 
REASONS FOR DECLINE OF UNITED STATES WHEAT EXPORTS 


Mr. Coon. I am surprised about our exporting 50 percent of our 
crop in 1952. Why would we export such a small percentage of the 
1953 crop? 

Mr. W. Anperson. It is a tragedy. 

Mr. Coon. Is that based wholly on the drop in the world market? 

Mr. Macy. Changes caused by increased production around the 
world in foodstuffs. That is the real reason for it. 

Mr. Coon. I wonder if you could insert in the record an analysis 
of this change in the wheat exporting? 

Mr. Samuex W. Anperson. I would be glad to do it. 

Mr. Coon. That is of considerable interest to us right now. 

Mr. Samuret W. Anperson. I would be glad to do it. 

Mr. Smita. Our opinion of the reasons for the reduction in exports? 

Mr. Coon. Yes. 

(The information is as follows:) 


The drop in United States wheat exports from 475 million bushels in fiscal year 
1952 to 317 million bushels in fiscal year 1953 resulted from a combination of 
factors. 

The Indian aid program accounted for nearly 71 million bushels of the 475 
million bushels of wheat exported in fiscal year 1952. ‘This program was a one- 
time operation, and while there were some gift shipments in fiscal year 1953 these 
did not balance out with the Indian shipments. F 

World exports of wheat were down in fiscal year 1953. In 1952 the movement 
of wheat in world trade totaled 1,060 million bushels. Ry 1953 this trade had 
dropped to 935 million bushels. Wheat production in Europe was some 60 
million bushels greater in 1953 than it was in 1952 and, with some easement of the 
Korean situation, the importing countries felt they were in a position to get along 
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with less foreign wheat purchases. Even had the United States been able to 
hold a share of the 1953 market proportionate to that enjoyed in 1952, a reduction 
in its exports additional to the Indian program would have occurred, 

The United States was not able to hold a share of the fiscal year 1953 world 
market proportionate to its fiscal year 1952 trade, excluding the Indian aid 
program. United States wheat exports dropped to 317 million bushels in fiscal 
year 1953, while Canada was able to increase sales to 392 million bushels—42 
million bushels above the fiscal year 1952 level. Wheat exports from sources other 
than the United States and Canada held about even (235 million bushels in fiscal 
vear 1952 and 226 million bushels in fiscal year 1953), so the United States suffered 
a disproportionate decrease in export trade while Canada registered a substantial 
gain. 

Canadian gain in exports in 1953 oecurred in wheat sold outside of the Inter- 
national Wheat Agreement. The quotas in effeet during fiscal year 1953 were for 
the crop vear beginning August 1, 1952, and ending July 31, 1953. The quota 
for the United States was 253 million bushels and that for Canada was 235 million 
bushels. Both countries sold their quotas and, while shipments were not all 
made during fiscal year 1953, the effect of the quotas on exports for the period 
should be comparable for all practical purposes. The evidence then is that 
Canada was able to outsell the United States in the free world market for wheat. 

Immediately, it should be recognized that a part of Canada’s fiscal year 1953 
exports outside of the wheat agreement were in the form of feed wheat and that 
such sales were not directly competitive with the grades of wheat sold by the 
United States. However, after allowing for the feed wheat, it is evident that 
Canada was able to outsell the United States on the higher grades. Canada 
operates on a wheat pool arrangement which allows for flexibility in prieing in 
the world market. The United States, with its fixed-support price, was unable 
to meet Canadian competition in an export market where the buyer was not 
under so much pressure to secure his supplies. 

In summary—after due allowance for the various factors which would have 
caused a reduction in United States fiscal year 1953 exports of wheat, there 
remains the fact that United States price-support policies made it impossible for 
our wheat to compete in the free world market with that from Canada. 


FOREIGN CONTROLS ON UNITBD STATES TRADE 


Mr. Samurgt W. Anprerson. This chart is designed to give you a 
visual picture of the enormous increase in the regulation by foreign 
countries of our trade, our international trade. 

Over here is 1929, and here is a list of the countries, which I will not 
read, It includes all of the principal countries of the world. 

Here are the various categories of regulation, which I will read. 
Income license required. Import quota established. Exchange 

ermit required. Export license required. State trading activities 
in export and in import. You will notice that in 1929 there were very 
few restrictions. These color blocks indicate the presence of that 
kind of regulation, in the country opposite which the block is inserted. 

Here is 1953. You can see the enormous proliferation and change 
in the picture of international trade in this period of 24 years. 

This is merely to illustrate that there is this large number and 
variety of difficulties that have to be overcome by the international 
trader. It is that kind of a job that we are set up to help the trader 
with, 

Mr. Bow. Now, under the part for 1953 you show the number of 
countries that have import licenses required. Does that mean that 
a manufacturer in this country must get a license before he can ship 
to some foreign country? 

Mr. Samuet W. Anperson. Exactly. 
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UNITED STATES IMPORT LICENSES AND EMBARGOES 


Mr. Bow. Do we have reciprocity on that sort of thing? Do we 
require a license for them to ship into this country? 

r. SamueL W. Anperson. We have no import license arrange- 
ment. 

Mr. Bow. Do we have any controls at all over imports of that kind? 

Mr. Samuget W. Anperson. Our tariff act, of course; and also the 
Agriculture Department imposes certain sanitary regulations. 

Mr. Bow. May I give you a specific example to see whether you 
have a control over imports of this kind. 

It has just come to my attention recently that a foreign manufac- 
turer is building some electric motors with labor at 48 cents an hour 
and shipping them into this country, but the motor very definitely 
infringes upon patent rights of American manufacturers who are 
paying a higher wage scale. Now, is there any control in your Depart- 
ment over situations of that kind, where some foreign manufacturer 
is infringing upon the patent rights of an American manufacturer? 

Mr. Samuet W. Anperson. Is this a foreign government or a 
foreign company? 

Mr. Bow. A foreign company. 

Mr. Samuet W. Anperson. I do not believe that we have an 
controls which would prevent those motors from arriving in this 
country, if all the tariff was paid, and so on; but we do have a system 
of negotiating and helping the American manufacturer negotiate 
through a foreign country and with the person who is violating his 
patents to try to settle that. 

That is one of the functions we do carry out, on the trade complaints 
and assistance to American patent holders in trying to avoid infringe- 
ment. 

On things like that, of course, where you are dealing with a sovereign 
government, you do not have plenary powers to order them to do 


things. 

Mr. Bow. But these other countries all have import licenses against 
us. If the situation were reversed they could refuse to allow the 
motors to come into the country; is that correct? 

Mr. Samuet W. Anperson. Well, I suppose you could say that, 
yes. The nature of the import license requirements of the various 
countries here would, of course, vary some. Here is Canada, but 
that does not happen to have one. 

On Brazil’s import license, the act would have to be considered as 
to whether it had that provision. I do not know. That would have 
to be the result of a study. 

You can see at a glance here the immense proliferation of these 
controls abroad, which hamper the American exporter and which we 
try in every way possible to help him with. 

Mr. Bow. From the looks of that chart we have not done much of 
a job, have we? 

{r. Samuet W. AnpeRson. Well, of course, a great many of those 
controls or some of those controls, such as exchange controls, are 
against the product only because of the unavailability of enough dol- 
lars. Furthermore, the other types of controls are frequently asso- 
ciated also with the absence of sufficient dollars. 
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Mr. Smirx. There has been some improvement in recent months 
with respect to certain countries, like Holland as one example. Ger- 
many is another. 

Mr. Bow. You mean we have had improvements? 

Mr. Siva. Yes. 

Mr. Samuwt W. Anpgerson. South Africa. 

Mr. Smiru. South Africa. 

Mr. Samuet W. Anperson. There is a trend here of liberalization 
away from these controls. The reason I brought that chart up is that 
it graphically shows what an immense development there has been 
in this control business in the last 25 years. 

Mr. CLevencer. There is something else there that it does not 
show. You were talking a moment ago about wheat. We, of course, 
have an embargo on wheat, above a certain number of bushels. You 
have involved the problem with Canada, and so on. 

An embargo is harder to overcome than a tariff; is it not? 

Mr. Samuet W. Anperson. Of course it is. 

Mr. CLevencer. You can lower a tariff. In cotton we allow 
about 142,000 bales; is that right? 

Mr. Samvuet W. Anperson. I do not know the figure. 

Mr. CLevenGER. That was to provide us, before this was set up, 
with a supply of soft staple curly cotton from China, with which to 
make imitation wool blankets. 

I do not suppose we are getting much of that now, unless it comes 
in in a surreptitious way. 

The United States is operating under a system of embargoes as well 
as tariffs. 

Mr. Samvuet W. Anverson. That is right. 


TOBACCO SEED 


Mr. Cievencer. You have an embargo on the sweet-tobacco 
seed. All you can export is a certain number of ounces for experi- 
mental stations in other countries. 

Mr. Samugent W. Anperson. That is an export embargo. 

Mr. CLevENGER. That is an export embargo, yes. 

It is also true, is it not, that this American tobacco which grows 
in the area right near us and to the south of us is very fine tobacco. 
This is about the only place in the world where the seed remains 
constantly good. 

Mr. Macy. That is right. 

Mr. Cievencer. Its value falls with 1 planting, in many parts of 
the world, about 70 percent the first year; is that right? 

Mr. Samuut W. Anperson. I was not aware of that. 

Mr. Cuievencer. If they are to be competitive at all they must 
have a supply of seed from the United States, which they have not 
been able to get in a dozen years. 

I am not arguing against this. We might as well be honest about 
it though. e do have embargoes coming in on cotton and on 
wheat. 

Mr. Samugi W. Anpprson. And on cheese and on oats. There 
are cotton quotas, in most instances. 
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OATS 


Mr. CLevencer. Let us consider oats for this last year. We 
formerly had a tax of 16 cents a bushel. The reciprocal trade treaty 
cut it in half and made it 8 cents. A second reorganization cut it in 
half again and made it 4 cents. We have a lot of people complaining 
about too much Canadian oats coming in. 

Mr. Samuet W. ANDERSON. As a consequence of that, rather than 
invoke section 22 of the Agriculture Act, which would have put a 
quota on Canadian oats, a negotitaion was held with the Canadians, 
under which they have agreed to put their own export quota on, at the 
same figure of 23 million bushels. 


BAD WHEAT 


Mr. Cievencer. We helped them out 2 years ago when there was 
some bad wheat involved in an incident. You remember the number 
of bushels that went to Galveston and was then called inedible wheat. 
All of us know what happened. That was all mixed up with a certain 
amount of good wheat, and it went into the export market, and we ran 
into trouble by trying to deliver a certain mixture of this unmillable 
wheat with the good wheat. That hurt the American wheat market 
abroad. That wheat should never have been allowed to go 
into the stream of wheat. But it was done. 

Mr. Samvuret W. Anperson. I remember reading about it. 

Mr. CLevEeNGER. It was a fact. 

Mr. Samuet W. Anperson. Surely. 

Mr. CievenGcer. I might tell you that during the summer I picked 
up some samples of wheat. I have them in my office and I can show 
them to you. This was wheat that went into the Government hands, 
with a loan at $2.07 a bushel, which only weighs 40 pounds to the 
bushel. You cannot tell whether it is cheat or wheat; it is that bad. 
It should not be allowed to be shipped out of the area. It was a full 
wheat seed, too. 1t is good for just one thing that I know of, and that 
is the feeding of sheep, because the wheat seed or the parasite cheat 
does not grow if it is fed to a sheep. It is thoroughly digested. It 
could be fed to other animals. 

The United States is paying for some of these things that are 
unnatural and that impinge on good marketing. 

Mr. W. Anperson. Correct. 

Mr. CLeveNGER. We are trying to compete with wheat like that in 
export. We have the Canadian wheat and the wheat that grows in 
my country, weighing up to 63 or 64 pounds to a bushel. 

I have these samples. It is almost unbelievable to look at them. 
I do not know how much of that they have here, but I do know that 
was bought. 

Mr. Samuet W. Anperson. That is an interesting story. 

Mr. CLEVENGER. It is not as simple as it looks on the chart. 

Mr. Samuret W. Anperson. You are quite right. That chart, as 
I say, was for a limited purpose. 

Mr. CLEVENGER. I am interested in the chart, but I want the people 
to understand. 

Mr. Samuet W. Anpversown. It is not a one-way street. 

Mr. Coon. I would like to ask a question. 

Mr. CLevencer. Go ahead. 
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COMPARISON OF 1929 AND 1953 EXPORTS AND IMPORTS 


Mr. Coon. In that chart that shows the export and import trade 
in 1929 and again in 1953, do you have any percentage of the amount 
of our imports in 1929 compared to the imports in 1953, and the ex- 


ports compared as of the same dates? 


Mr. Samuet W. Anperson. We can furnish those figures, of course. 
Mr. Coon. I would like to see how our foreign commerce is im- 


proving. 


Mr. Samvuet W. Anperson. I do not have them in my mind. 


(The information is as follows:) 


United States erports and imports, 1929 and 1953 
{In billion dollars} 
1929 as per- 
1020 1968" cent of 1953 


1 1953 annual rate based on first quarter statistics, 


United States exports as percent of production 1929 and most recent year available 


Marketing 
Commodity year ending 1929 
im 1953 

1962 1929 
Textile machinery. 21.4 
Electric household refrigerators 13.1 9.3 


! Market ending in 1952. 
Negligible. 
po available. 


928. 
‘ Based on 11 months’ data, 1953. 
#1939, 


PUBLICATIONS 


Mr. Samuet W. Anperson. This chart we use for the purpose of 
illustrating some of the end products of the work of the Bureau of 
Foreign Commerce in the form of information and publications which 
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we make available to the foreign trading community not only of the 
United States but abroad as well. 

The principal periodical that we publish is the Foreign Commerce 
Weekly which comes out every week and has a paid circulation of 
over 8,000 at $3.50 per year. It contains a wide variety of infor- 
mation about trade opportunities abroad, license opportunities, 
arriving buyers, and has articles contributed about foreign trade 
activities all over the world and in the United States itself. 

Mr. Bow. What is your circulation of unpaid copies? 

Mr. Samuet W. Anperson. It is about 8,000. 

Mr. Bow. Your unpaid circulation? 

Mr. Samuret W. Anperson. No. I do not think we have very 


Mr. Macy. About 1,000. 

Mr. Samuget W. Anperson. Our field offices and cooperative 
offices get them free. We have a paid circulation of over 8,000. 

These other publications are tools in servicing the community 
interested in foreign trade. The Business Information Service con- 
tains articles put out periodically, and is sold at various prices. This 
one happens to be 30 cents. 

Here is one for foreign television distributors, and so on. There 
are a large number of items of interest to the specific sections of the 
foreign trading community. 

CHARGES 


Mr. Bow. You believe, Mr. Secretary, that they are of such interest 
that you could charge more for them? 

Mr. Samuget W. Anperson. Well, I would hesitate to give a 
definitive answer to that. This policy of charging is something you 
remember we talked about quite a bit when we were here last year. 
It is an awfully difficult thing to work out. The figures that we have 
cent using on these have largely been established as the cost of repro- 

uction. 

Mr. Bow. The cost of reproduction, but no part of the service at 
all is incorporated? 

Mr. Samurt W. Anverson. Practically speaking that is true. 

Mr. Bow. In other words, we are contributing the service, and 
they are paying for the printer’s ink and the paper. 

Mr. Samuret W. Anpverson. That is right. I happen to be one 
who has felt that there ought to be some upping of these charges on 
some types of publications. 

Mr. Bow. That was my feeling; that if the service is worth any- 
thing at all, it certainly should be worth more than the cost of the 
paper it is printed on. If it is not, then we are wasting a lot of money 
on these things. 


NUMBER, COST, AND RECEIPTS OF PUBLICATIONS 


Mr. Srxes. Would you provide for the record the number of each 
of the publications actually sold and the total receipts? 

Mr. Samuet W. Anperson. We can provide that, of course. We 
have a schedule here to give you the receipts of the Bureau from 
all sources. 

Mr. Srxzs. I would like to have it broken down by publications. 
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Mr. Samuget W. AnperRson. We will furnish that to you. 

Mr. Sixes. I would like for the table also to show how much it 
costs to produce those publications. 

Mr. Rooney. Including personal services? 

Mr. Sixes. Yes, including personal services. 

Mr. Samuget W. Anprerson. A breakdown, including personal serv- 
ices, by types of publications? 

Mr. Sixes. Yes. 

Mr. Samuet W. Anperson. We will have to study that to see 
whether accountingwise that is a feasible thing to do. 

Mr. Macy. That can be done. 

Mr. Samurgt W. Anperson. We can make some estimate. 

Mr. Macy. The amount of services going into it can be estimated. 
There is the same information put out this way which is used a dozen 
different ways within the Government, so that it is very difficult. I 
would have to say it would have to be an estimate, sir. 

Mr. Sikes. I understand. 

Mr. Samuget W. Anperson. We will do the best we can on that. 

Mr. Srxes. All right. 

(The information is as follows:) 


Aside from those expenses which are directly connected with the process of 
editing and printing, it is very hard indeed to find a fair basis for estimating the 
costs of the various publications issued by the Bureau of Foreign Commerce. 
At the same time in offering any estimates of these costs, it is important to state 
clearly the basis upon which the estimates are made because the figures otherwise 
could be misleading. Such figures would be even more misleading, of course, if 
the estimates were given without any explanation of the basis of estimating. 

The difficulty relates primarily to the professional and clerical work involved 
in the preparation of the manuscripts for our various publications. It could be 
argued that this work includes all of the work of investigating, reporting, as- 
sembling and putting into proper order the relevant information. Approached 
in this uncritical way, any estimate of the cost of the publications obviously 
would contain more than it would be proper to include. The assembly and 
orderly maintenance of information of the subject which is contained in our pub- 
lications is a major part of the functional responsibility of the Bureau of Foreign 
Commerce and a responsibility which would have to be discharged even in the 
absence of the publications through which in part it is made publicly available. 
The decision to prepare and issue a publication, however, does entail quite spe- 
cifically the drafting and typing of a manuscript and the preparation in some 
instances of particular assemblies of information which would not otherwise be 
made. These operations accordingly can properly be considered as costs. of 
publication. These elements, therefore, are included, along with expenses of 
editing material for printing and for the printing processes, in the estimates of 
publication costs given herewith, 


5 

f 

4 q 

| 


524 


Cost of pub- Publications sold 
lication 
Appropriation and publication 
person 
services Number Amount 

‘oreign Commerce 163, 192 536 
Factors Limiting United States Investment Abroad— 

Study of Factors Limiting American Private Foreign In- 

vestment—Summary of Preliminary Findings and 

Recommendations. 12, 326 
Foreign Commerce Yearbook... 76, 246 3, 548 7,076 
Licensing and Exchange Control Requirements—Conti- 

Business Information Service... 92, 022 310 5,727 
World Trade Directory Reports. ...................-...-- 11, 262 14, 204 14, 294 
Foreign Trade Zones Act (explanatory bulletin) ____._.__. 811 1,379 276 
Annual Report on Foreign Trade Zones................-.- 1,130 705 176 

Total salaries and expenses..................-.--.------- 428, 396 73, 662 101, 591 

Export control: 
Comprehensive Export Schedule__..................-.---- 46, 666 8, 366 62, 745 
Export Control Quarterly Reports_...-...-.....-.--.---.- 9, 549 1, 689 271 
Funds transferred from FOA: 
Investment in Venezuela. ..............---..--.----.----- 20, 086 2, 413 2, 413 
Investment in Colombia_.--............---.....-.--.------ 17,018 2, 239 1, 231 
Total funds transferred from FOA................--.--- 63, 583 5, 663 4, 352 


BUSINESS INFORMATION SERVICES 


Mr. Samuget W. Anverson. I would like to point out a couple 

of things about this chart [indicating]. 
* With these business information services we are able to cover 
about 36 of the principal countries. A good deal of the rest of the 
world is not covered, and we are not at all happy or satisfied with it 
for that reason. A good deal of it is quite badly out of date. When 
it is 3 years old we consider it to be very unsatisfactory. 

This one had to be discontinued in 1950. It is the World Trade 
and Commodities. 

Here is the World Trade Directory reports, and World Trade 
lists, which I regard as one of the most important parts of our work. 
These lists are available, in a decreasingly satisfactory condition, 
because so many of them are out of date. 

What those are is a list of all the hardware distributors in Brazil 
of locks, for instance. A potential exporter of locks is interested 
in this. That is the first tool he needs. 

Then he needs in addition to that some information about the 
principal importers and users of locks in Brazil. That comes through 
a World Trade Directory Report, which is prepared by the Foreign 


Service. 

Our World Trade Directory Reports are in really very bad shape. 
We do not get enough of them, and they are not as up to date as the 
trade community wants. We get lots of squawks about them. 
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SERVICES TO WORLD TRADERS 


This next chart, incidentally, shows services to the existing world 
trader. There are a good many new traders coming into the im 
ing and exporting business, and we have certain types of Docilieed 
information for them. Many of these _things are badly out of date. 
This one was printed in 1939, and 75,000 copies have been sold. 
The World Trade Directory ey . course, is important in the 
case of these people as well. 
Here are some specialized publications for the new trader. 


TRADE LIST DECLINE 


By this next chart I want to show you what we regard as our 
present situation, as far as the satisfactory nature of our work is con- 
cerned in being able to reply effectively to the inquiries we get through 
Washington and through the foreign field offices. 

These are the years 1937, 1941, and 1945. The blue area is the 
number of inquiries out of the total which we regard as having been 
satisfactorily answered with the information we have. 

Beginning in fiscal 1949, 1950, 1951, 1952, and 1953, because of 
the obsolescence of so much of our material, it not having been 
brought up to date effectively, the number of inquiries we were unable 
to reply to adequately is shown here, and it represents a judgment 
that when something is 3 years old it is not a satisfactory reply. 
That has grown increasingly. 

Here in the difference between this figure and this figure we are 
able to furnish no information in response to the inquiry. 

This [indicating] is another way of showing the same thing. These 
are the total trade lists available. These are the ones that are younger 
than 3 years old. 


INFORMATION ON INVESTMENT ABROAD 


Now, one of the important functions that is developing—you will 
agree, | am sure—is the growing investment of American capital 
abroad. The Accounts Department is, of course, a natural place for 
providing information and assistance to those who are concerned with 
the possibilities of investment. 

Some of the same material I have shown you before will, of course, 
be useful in that. 

Then in addition to that we have published some important contri- 
butions to specific export problems. 

At the request of the Congress and with the cooperation of the 
FOA we published Obstacles to Foreign Investment Throughout the 
World which has received a very considerable interest. 

I do not know whether you would like to have me pass these around 
or not, 

We have received rather favorable comments on that one, as well 
as this one, which is Factors Limiting United States Investment 
Abroad, which is dealt with by countries as well as in the general 
sense. 

In addition to that we have published three major studies which 
have received very wide acceptance and praise, One is on India, 
one is on Venezuela, and one is on Colombia. 
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Our proposal for the future is to further strengthen the Bureau of 

Foreign Commerce in its capacity to present information to those in 
the United States who are interested in foreign investment principally, 
and in a specific case to help them with their problems and develop 
information generally. 
’ We believe also that as information turns up in countries where 
there may be an opportunity for American investment that there must 
be far better ways of disseminating those opportunities in the United 
States. 

This next chart is simply an indication of the kinds of publications, 
dealing with transportation, power, and communications material. 
This one sold 20,000 copies; this one 15,000 copies, and so forth. 

This is just one of the rather small types of activities that do not 
require very much actual money or manpower. 


GROWTH OF INTERNATIONAL TRAVEL 


This next chart I thought you would be interested in, because of 
the growing importance of international travel as a source of dollars 
for the rest of the world. In effect, it is a painless import of the 
United States. 

Last year for all countries there was an earning power of about a 
billion dollars. Foreigners spent about $600 million in the United 
States. That meant that there was a net gain of dollars to the rest 
of the world through travel of about $400 million. 

Mr. Bow. In what period of time was that? 

Mr. Samuext W. Anperson. That is the year 1952. 

Mr. Bow. Over 1951; is that right? 

Mr. Samvuet W. AnpErson. Well, $400 million was the net of our 
expenditures abroad in dollars and the foreign expenditures here in 
dollars. 

Mr. Bow. What has been our increase in travel in 1953? 

Mr. Samurt W. Anverson. Total increase? 

Mr. Bow. Yes. | 

Mr. W. Anperson. Of our expenditures? 

Mr. Bow. The expenditures on travel over there. 

Mr. Samuet W. Anperson. Over the year 1953 we estimate a 
$200 million increase in 1953 over 1952. 

Mr. Bow. What was the increase in 1952? 

Mr. Samus, W. Anperson. Over 1951 is represented by the 
difference in these two columns. 


NEED FOR ENCOURAGING TRAVEL 


Mr. Bow. It looks to me, from the increases you have been getting 
prot that you do not need $78,000 to try to encourage people to 
travel. 

Mr. Samuet W. Anperson. This is certainly a gratifying growth 
curve. 

Mr. Bow. I should think so. I do not know why we should set 
aside another $78,000 to improve it. You just try to get a reservation 
today, and see what your situation is. It seems to me that this 
chart rather disproves the other presentation on the question of 
trying to increase our travel abroad. 
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Mr. Samuet W. Anperson. Well, the best study I have seen was 
made by some of the people in the travel industry, and agreed to, I 
think, by most of them, like the magazine Holiday and so on, that 
there is a potential of about $2.2 billion earning power abroad, based on 
travel, if the opportunities really were taken advantage of, and if there 
were efforts abroad to attract this travel. The people abroad have 
most to gain from it and should do the kind of job of promotion needed 
to take care of their accommodation problems in a satisfactory way. 
In other words, most of the experts think there is another $1 billion 
here of help on the dollar-balance picture. I am not an expert myself. 
and I weed not be able to speak to that authoritatively, Pat I think 
there is a good deal of mileage left in this. It is a pretty effective way 
to earn dollars. 

Mr. Macy. May I add, Mr. Anderson, that certainly a part of this 
increase we have had over the last 2 years can be attributed to the 
work that was done with our people working with the associations in 
reducing barriers abroad. 

Mr. Samvuet W. Anperson. | think that is true. We had a man 
receatly with very great experience. It was a fellow named Wilkinson. 
He was extremely well known throughout the world im this field, and 
very much respected by all of the elements in the travel field. I never 
heard anybody express any opinion except that he had done a superb 
job in negotiating some of these factors. 


DOMESTIC TRAVEL 


Mr. Coon. Before you get off that chart, you have shown there 
how much the foreign travel has increased. Do you happen to have 
any figures on the domestic travel in the United States and how much 
it has increased? 

Mr. Samuet W. Anperson. We can provide those figures for the 
record. The last figure that I saw for the total travel expenditures of 
Americans inside the United States was $16 billion. That is not all 
money spent on means of transportation. It includes vacation travel, 
holiday travel, and so forth. 

(The following information was supplied:) 

The National Association of Travel Organizations, trade association representin 
all United States travel interests, gives the following breakdown on interna 
United States travel during 1952. It is based on reports made by each State and 


Territory and therefore represents as accurate an estimate as is available from 
many sources. 


Mr. Coon. We might wish that we had a part of that $400 million 
spent here at home also. 


UNITED STATES PARTICIPATION IN TRADE FAIRS 


Mr. Samugt W. AnpEerson. Now, trade fairs, I suppose are less 
familiar to Americans than to Europeans, but it is a major instrument 
for development of trade in Europe. 
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This chart is designed to show the comparison between the United 
aie participation in fairs and Russian participation in fairs in 

urope. 

In 1952 the United States participated in 2 fairs, in Berlin and 
Izmir. Russia participated in 10 fairs. 

The United States participated in no fairs in 1953, and the Russians 
participated in 31. 

The proposal for this year is that the United States will participate 
in 4 fairs; Italy, Germany, and Latin America will participate in 
fairs; the Russians have a program of 42 participations. 

Mr. Bow. Are you talking now about the participation of the 
Federal Government or of industry from the United States? 

Mr. Samurt W. Anperson. I am talking about the participation 
of the Department of Commerce as a source of information about 
American goods and trade. 

Mr. Bow. Now, would it not be fair also to show us another chart 
as to the number of American industries that, through their own, 
have gone out and participated in these fairs? I know that many 
of them have. 

Mr. Samuet W. Anprerson. They have. 

Mr. Bow. They have done a good job of selling American goods 
abroad. 

Mr. Samuret W. Anperson. Yes. 

Mr. Bow. Industry participation. 

Mr. Samuet W. Anperson. Yes. 

Mr. Bow. Also let us know how many Russian companies and 
industries have participated. 

Mr. Samvuet W. Anverson. Of course, most of the Russian partic- 
ipation is state owned. 

Mr. Bow. Yes. This is not a correct presentation, from the 
ant of whether American industry has been properly displayed 
abroad. 

Mr. Samuget W. Anperson. I agree with that entirely. 

Mr. Bow. May I ask you this: Can you compare the private 
industry of the United States that has gone into these world-trade 
fairs with the Russian Government participation? Have we not 
actually had more displays than the Russians? 

Mr. Samvuget W. Anperson. Do you mean floor space? 

Mr. Bow. Yes. 

Mr. Samuget W. Anperson. We will try to develop what figures 
we can. 

Mr. Bow. I think that you will find we have. 

Mr. Samuet W. Anpberson. We will try to get a memorandum on 
that for the record. 

(The information requested is as follows:) 

There is no compilation of total United States industry space participation in 
international trade tairs. In an effort to estimate the size of the task, the Com- 
merce Department selected particular trade fair catalogs and found it would be 
necessary to pick all names of United States firms out of thousands of names and 
compute the space. However, the important consideration-is that United States 
industry exhibits are scattered by commodity sections throughout the fairs whereas 
the Russian exhibit is a national composite and an overwhelmingly propaganda 
exhibit. In other words, whereas United States participation in the Milan Fair 
in 1953, through distributors in Italy, might have amounted to approximately 


50,000 square feet, the Russian exnibit of 20,000 square teet would be a concen- 
trated national exhibit. 
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We think that some United States national, integrated presentation would 
supplement private industry horizontal participation and equalize the Russian 
type of national exhibit. 

This [indicating] is simply a chart in connection with the effect of 
fairs, which is not very important from the standpoint of overall trade. 

That completes, Mr. Chairman, the presentation of the factors 
having to do with our work. 

The last 3 or 4 charts are designed to give a highlight on the budget 
itself, 


NATIONAL PRODUCTION COMPARED WITH ASSISTANCE TO FOREIGN FRADE 


This chart shows three lines starting in 1929 and going to 1955. 

During that period our gross national products has increased 352 
percent. 

Our exports have increased 302 percent. 

Our imports have increased 271 percent. 

During that period the number of man-years that have been devoted 
to assistance of the foreign trading community in the Department of 
Commerce has declined from 1929, 66 percent, and our current budget 
request of you would make up half of that difference to 33 percent. 

Mr. Rooney. In spite of that decline in funds, the figures that 
you gave show that there was an increase to the extent of 352 percent 
in gross national product. 

Mr. Smiru. That is domestic. 

Mr. SamMveEt W. Anperson. May I say that during that period we 
have been enjoying a seller’s market and we are today for the first time 
in about 15 years facing a new situation in world trade. I do not think 
you can deduce from the fact our exports have increased that we have 
no need for any Government assistance. Competition is obviously 
getting much keener, and you have only to travel to almost any 
area to find out what our foreign competitors are doing in comparison 
to our own activities. 

In addition to that, there is a tremendous bulge in our imports, 
partly due to price increases. 


TREND OF EMPLOYMENT IN THE BUREAU 


This chart is a picture of the Bureau of Foreign Commerce from 
the standpoint of money and man-hours, starting from 1947. The red 
line is the number of man-years employed in the Bureau of Foreign 
Commerce, and this represents our request for rehabilitation of the 
work of the department. 

The blue line represents the money. The difference is the difference 
in the price levels. 

Mr. Bow. Is the blue line at the top where you want to go now? 

Mr. W. Anpverson. Yes. 

Mr. Rooney. That would be the highest level in the history of the 
department, would it not? 

r. SamvEL W. AnvErson. No. It would be substantially lower 
than it was during Herbert Hoover’s period. 
r. Rooney. That chart only goes back to 1947. I take it you go 
wile to 1932, and since then the Congress has never spent this srr 
money for this activity in the Department of Commerce. 
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Mr. Samvet W. Anpverson. I think I can probably produce some 
figures that will show that is not the case. 

Mr. Rooney. At what point did we spend more money than the 
amount of money you are now requesting? 

Mr. Samvuet W. Anperson. Subject to checking the figures, my 
impression is that during the period of Herbert Hoover’s secretaryship, 
it was considerably larger, taking into consideration 

Mr. Roonry. I am merely going back 20 years. As long as you 
mentioned Herbert Hoover, iT shall mention President Roosevelt. 
Since Roosevelt became President in 1933 we have never spent as 
much money as you are now seeking for this activity. Would that 
be a fair statement? 

Mr. Samvuet W. Anperson. I will have to check into that with the 
staff to see if that is correct. 


INCREASE REQUESTED FOR 1955 


This chart is a combination of the regular budget and the export- 
control budget. The export-control budget is the black part of this 
bar, and the red part the regular budget we have been discussing up to 
now. 

You will notice here the same downward trend. It is supposed to 
increase here [indicating], which is approximately the 1947 figure. 
Here [indicating] is the export control part of the budget. These are 
blocks showing transfers from the TCA and MSA and other agencies 
for Battle Act funds, and things of that sort. 

Mr. Rooney. It would appear from that chart with regard to the 
regular funds that the amount you now request is higher than any 
amount appropriated since 1948 fiscal year; is that right? 

Mr. Samuet W. Anperson. That is correct. 


PUBLICATION AND PRINTING 


This chart is simply an illustration of the effect of increased cost on 
a particular part of the budget which happens to be the publication 
and printing cost. 

This [indicating] is the cost of printing. In 1947 it is represented 
by 100. It is now up to 140. 

The red line represents the portion of the budget appropriated for 
printing and the black line represents the printing we actually got for 
that amount of money. 

Mr. Bow. How much has the cost of publications gone up in that 
period of time? 

Mr. W. Anperson. As distinguished from printing? 

Mr. Bow. No, you have your regular weekly publication that you 
ee: you have 8,000 subscribers for. What do you get a year for 
that? 

Mr. W. Anperson. $3.50. 

Mr. Bow. What has been the history since 1947 for the cost of that 
publication? 

Mr. Samuret W. Anperson. That question is difficult to answer for 
this reason: The format and the subscription price of the Bureau 
changed about 2 years ago. 

Mr. Sirn. July a year ago. 
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Mr. Samvuet W. Anverson. It used to be $7.50, and it was a very 
much more. elaborate job. It was on better paper and had photo- 
graphs, and we came to the conclusion that it would be better to sell 
it at $3.50, and the subscriptions doubled right away. 

Mr. Smiru. It was put on regular newsprint instead of slick paper 
and without the pictures. 

Mr. Bow. Would you say that the price of the publication com- 
pares with the increase on your chart there? 

Mr. Samue.t W. Anperson. The prices placed on the publication? 
I would doubt it. We would have to check that to make sure. My 
impression is no. 

Mr. Rooney. From that exhibit it would appear that the index 
of printing and the processing cost for the years 1954 and 1955 
would be the same. 

Mr. Samuget W. Anperson. We had to make an assumption for 
the fiscal year 1955, which lies in the future. We simply assumed 
that there would not be any inflation in printing costs. Perhaps 
that is the wrong assumption. 

Mr. Rooney. In your justifications you are asking for an increase 
from $187,525 to $293,325? 

Mr. Samvuet W. Anperson. That is right. 

Mr. Rooney. For printing and reproduction? 

Mr. Samvet W. Anperson. That is right. 

Mr. Rooney. And yet your line on the chart runs straight. 

Mr. Samvuet W. Anperson. This [indicating] is the unit cost. The 
reason for the increase is we are proposing to get out substantially 
more and more useful, and more often, publications. There is one 
document I would like to leave with you gentlemen. It is a very 
interesting one and quite unique, I think. It is developed by the 
American Exporter, which is a magazine. It was the result of a 
questionnaire that they sent out to 2,137 manufacturers doing an 
export business and 470 export firms. They asked a large number of 
questions. They got back 470 replies from the manufacturers and 
106 replies from those who were manufacturers and exporters 
combined. 

At the risk of urging you to use some of your time, | would like to 
have you look this over because it has some interesting observations 
about the adequacy of trade lists and world trade reports. 

These are actual quotations on page 9 from the answers from these 
practical people. 

Those who replied do an export business of $1,500,000,000, which 
represents substantially over 10 percent of our commercial exports. 
Therefore, it is a rather large and pretty fair sample of the country’s 
work. 

Mr. Rooney. I take it from a hasty glance that all these business 
firms represented would be perfectly agreeable to this substantial 
increase that you are asking in appropriations for the coming year. 

Mr. Samvuet W. Anverson. I, of course, do not know the full list 
of the names to which this was sent, but every business organiza- 


tion 
Mr. Rooney. That is a fair assumption, is it not? 
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Mr. Samvuet W. Anverson. I think it is. 

Mr. Cievencer. How much of this activity was transferred from 
the DPA? 

Mr. Samvuet W. ANprerson. None. We have only eight people who 
were on any aspect of the defense effort. 


PERSONNEL STATISTICS 


Mr. Cievencer. How many people do you have now? 

Mr. Samuet W. Anperson. For 1954, on page 700-a, in our regular 
activities, outside of export control, we have 212 average for the 
fiscal year 1954. In export control, 462. 

Mr. CLevencer. That is a total of how many? 

Mr. Samuet W. Anperson. That is a total of 674. That is the 
average for the current fiscal year. 

Mr. Cievencer. How many are you requesting? 

Mr. Samuret W. AnprERsoN. We are requesting a total of 404 for 
e regular activities and a decline to 393 in export control, or a total 
of 797. 

Mr. Cievincer. What grades are you requesting? 

Mr. Samuget W. Anperson. It varies a good deal, Mr. Chairman. 

Mr. R. A. Anperson. The average for the total of 1955 would be 
at an average grade of 7.5. 

Mr. Crievencer. How does that compare with your present 
position? 

Mr. R. A. Anperson. As against 1954 it is 7.3. 

Mr. Cievencer. Can you explain the increase? 

Mr. R. A. ANperson. The bulk of that increase was brought about 
by the normal within-grade promotions under the Ramspeck Act. 

Mr. Cievencer. Will you take the committee print and turn to 
page 69? It shows a grade 9 average in 1954. 

Mr. Nietson. That is correct. 

Mr. CLevencer. Then the 7.5 figure cannot be right, or the 7.2 
figure. It is 9. 

Mr. R. A. Anperson. There is an exhibit that shows the average 
at 7.5. 

Mr. CLevencer. How do you explain the figure that you have in 
the committee print? You see that it is 9, do you not? 

Mr. R. A. AnpErson. That is right. 

Mr. Nretson. Mr. Chairman, I think that we will have to check 
that particular item. We will clarify the difference between the com- 
mittee print and the statement that has been previously made. 

Mr. CLEvENGER. You are going to insert something other than the 
upgrading to account for the rise? 

Mr. Nie.son. We will indicate what the actual average grade and 
salary are in 1953, 1954 and 1955 for the regular appropriation, as 
well as export control. 

(The information is as follows:) 

The average grades stated above were the average grades for the combined 
appropriations; the following tabulation indicates the average grades and salaries 
for the fiscal year 1953, 1954, and estimated 1955 by appropriation and the con- 
solidated average for both appropriations. 
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1953 1054 1955 
Appropriation 
Average | Average | Average | Average | Average | Average 
e salary grade salary grade salary 
Salaries and expenses. GS-87] $5,896} GS-9 | $6,264) GS-87 $5, 801 
GS-68 4,723 | GS-48 4,892 | GS-68 5, 003 
Average for both appropriations Gs-7.1 4,949 | GS-7.3 | 5,166 | GS-7.5 5, 322 


Mr. Samuet W. Anperson. The committee print, if I read it cor- 
rectly—and I am not too familiar with how this is arranged—shows 
an actual decline to 8.7. May we clarify this for the record? 

Mr. CLevencer. Naturally, the record should be right. There are 
428 Congressmen besides us that will be interested in this. They do 
not have the time to run down through these tables. 

On page 712, under “Foreign Service operation staff,’’ why do you 
need four additional people in that activity? 

Mr. Samugst W. Anpexrson. This staff is the staff that deals with 
the State Department and the Foreign Service. 

Now, as you can see from our entire budget presentation, we 
envisage a substantial increase in the activities for the benefit of the 
export and import fraternity in the United States of our work. That 
inevitably means a larger number of dispatches, both incoming and 
outgoing, and other types of relationships with the Foreign Service. 

ow, may I go off the record for a moment? 

me Cievencer. If you have something that should be off the 
record. 

Mr. Samurt W. AnprErson. I would like to go off the record if you 
do not mind. 

(Discussion off the record.) 

Mr. Bow. Can you give us some examples of that? 

Mr. Samurn W. Anperson. May I go off the record? 

Mr. Roonzy. Why should we go off the record? 

Mr. Samuzy W. Anpxrson. It is a matter of courtesy-——— 

Mr. Roonsy. We cannot deal in such niceties. This is a matter 
of the taxpayers’ money. 

Mr. CLievencerR. We do not have such protocol down here. 

Mr. W. AnpzeRson. On the record, then. 


COMMERCIAL AND ECONOMIC REPORTING THROUGH THE FOREIGN SERVICE 


The Department of State issues the instructions to the Foreign 
Service as to the relative priorities of the work of the officers in the 
posts abroad. We participate, or are supposed to participate, in the 
development of those specific types of instructions. 

We do not always agree with the instructions because we think 
that in many instances of the work at the posts is too heavily away 
from the commercial and business and economic aspects of the 
foreign situation, which is the thing that interests us, and is more 
heavily loaded in the political, administrative, and less practical aspects 
of the work abroad. 

Mr. Roongy. May I interrupt you, Mr. Secretary? Do you not 
have at all important overseas posts commercial attachés—in Madrid, 
Rome, Paris, London, Stockholm, and so forth? 
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Mr. Samuet W. Anperson. Yes, we do. 

Mr. Roonry. They do not engage in the political aspects of a 
foreign officers’ duties, but the commercial aspects. 

Mr. Samvuet W. Anperson. That is correct. 

Now, the commercial work is inextricably wound up in economic 
reporting which has significance from a political point of view, and 
these Foreign Service instructions are designed to establish the 
priority of the work of those economic and commercial officers. 

We think, and we have so told the State Department, that the 
priority of the business work, such as collecting these world-trade re- 
ports that I have illustrated here, is given a too low priority in rela- 
tion to some of the more elaborate economic reporting which 1s de- 
sired by us, to be sure, but also by the State Department as well. 

Mr. Coon. How many reports do you request from the State De- 
partment on foreign service? 

Mr. Samurt W. Anperson. In the course of a year, for example? 

Mr. Coon. Yes; in the course of a year. 

Mr. Samuet W. Anperson. It would run into many thousands. 

Mr. Coon. Do they answer all these reports that you request? 

Mr. Samvuet W. Anperson. No. They are set up in such a way 
that they have the final say; the reporting division has the final say 
as to whether a request by the Department of Commerce or indeed 
by the Department of Agriculture, or the Department of Labor, 
shall or shall not go out, and we frequently are refused the transmis- 
sion of these requests for information which has been specifically 
asked us by the business community. 

Mr. Coon. We found in that respect among some of these posts 
over there they thought you were requesting too many reports, and 
that some information that was not important or very necessary. 

Mr. Samuet W. Anperson. I do not doubt some of the offices may 
feel that way. 

Mr. Coon. If you request several thousand reports from them, that 
is peonenty the reason they feel that way. 

Mr. Samuen W. AnpERSON. Some of the reports, of course, are the 
major world trade directory reports which require some investigation 
on the part of the officer of that particular business firm in the com- 
munity which has been asked for by an American exporter, or an 
investor, or some other perfectly respectable member of the American 
business community. 

USEFULNESS OF REPORTS 


Mr. Coon. Some of these posts in the State Department say that 
they can run a little more reasonably over there with less personnel 
if you do not request so many of these reports. 

Mr. SAMUEL W. Anperson. I have no doubt that is true. But 
our principal business in life is to try to help the American business 
community that comes to us for assistance in the way of information. 
We try to supply it from here if we can, of course, but where we 
cannot we have to ask for assistance from the Foreign Service. A 

reat many of our reports are required in connection with the admin- 
istration of the Export Control Act, where you are dealing with 
questions of the reliability from a security point of view of a consignee 
of a shipment that is under export control. That was the largest part 
of our request on the Foreign Service information, let us say, the 2 
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years after Korea when the problem of security control was really 
very severe. 

Mr. Coon. Of these several requests that you make, do you think 
they are all justified? 

Mr. Samuet W. Anperson. We try to make only those that are 
justified. 

Mr. Coon. I just pomted that some in the State Department do 
not think that they are. 

Mr. Samuet W. Anpverson. I know they do not. We do not like 
that because we think that the Department of Commerce is in a far 
better position to judge whether a request is a reasonable request 
from a businessman’s standpoint than is the State Department. 

Mr. Situ. May I also add that is not our opinion, necessarily. 
We are merely re fecting the opinion of the American business com- 
munity as expressed frequently, both in writing and at meetings, 
industry advisory meetings that have been held by the Department 
of Commerce. 

Mr. Samurt W. Anperson. We have had many, many meetings 
like that. We have resolutions from business groups such as export 
managers’ clubs and others that are interested in the export trade 
who have complained bitterly about the inability to get the kind of 
service they really want and have gone so far as to say in many of 
the posts abroad, when they are traveling, they do not bother to go 
in because the Foreign Service officers on the economic side have 
been so reduced, and have to carry a burden of so much nonbusiness 
work which restricts their ability to circulate in the community and 
learn about the nature of the business activities in a given post—— 


AVAILABILITY OF INFORMATION THROUGH STATE DEPARTMENT 


Mr. Coon. Does the State Department not have all the same 
information about this foreign commerce that you have? 

Mr. Samuet W. Anperson. They get copies of all the dispatches 
that come in. 

Mr. Coon. The average businessman wanting to go to Spain, for 
example, to do business, would he not go to the State Department 
first and do all the checking thereon what he wanted to find out about 
Spain? 

Mr. W. Anperson. He should not. 

Mr. Coon. That is what I would do if 1 were going to Spain. 

Mr. Samuget W. Anperson. We think that we can give you a lot 
more information about Spain than the State Department from a 
business point of view. 

Mr. Coon. You get it from the State Department. 

Mr. Samueu W. Anperson. We get it from the Foreign Service. 
It is not supposed to be the State Department. It is supposed to be 
the Foreign Service of the State Department. 

Mr. Rooney. You get it from the Foreign Service. 

Mr. Samuet W. Anperson. Yes. 

Mr. Roonry. Why would not Mr. Coon be justified in going first 
to the place from whence you get your information, which is the State 
Department? 
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FOREIGN SERVICE SERVES FIVE CLIENTS 


Mr. Sanvuet W. Anverson. It is the Foreign Service of the United 
—” and it has five clients; the State Department is its largest 
client. 

Mr. Rooney. We understand a bit about this. We make appro- 
priations for the Department of State. 

Mr. Samvet W. Anverson. The Department of State comes in 
for the budget for the Foreign Service as the housekeeping depart- 
ment, so to speak, but theoretically the Foreign Service of the United 
States is supposed to serve fairly and equitably the five departments 
which rely upon it for their information. 

Mr. Macy. The understanding we have with the Department of 
State is that when businessmen do come in to them for information 
relative to a country, or an industry, they send them over to the 
Department of Commerce. That is the arrangement that is supposed 
to be working. 

Mr. Samurt W. Anprerson. If a businessman goes to the State 
Department and asks questions about a business transaction, or a 

roposed transaction, they are supposed to send him over to the 

epartment of Commerce, and they usually do, and I do not mean 
by that they just will not talk to him, but they will say that the De- 
partment of Commerce’s files—and we have 1 million files in commer- 
cial intelligence on businesses abroad of all kinds and descriptions, 
and it is the central point in the Government of the United States 
which is supposed to be the source of information about that 


POSSIBILITY OF OVERLAPPING 


Mr. Coon. I am trying to bring out if there is not considerable 
overlapping in this particular thing, and it appears that there might be. 

Mr. Samuet W. Anperson. There is some; there is no question 
about it, but the State Department in the last couple of decades has 
grown and it has accumulated a very considerable staff of economic 
-~ snes backgrounds of various kinds—we think too much, 
rankly. 

Mr. Bow. Following up what you said to Mr. Coon, you referred 
to the number of inquiries that go to the question of security and the 
enforcement of the Trading With the Enemy Act. 

Mr. Samvuent W. Anperson. Export control. 

Mr. Bow. Do you have any trouble with them on that, or do you 
get pretty prompt replies on that information? 

Mr. Samus. W. AnpErson. Well, the workload at one point was 
very heavy. It is a little less now. 

Mr. Bow. They gave that priority, did they not? 

Mr. Samvuen W. That was a fairly high priority. 

Mr. Bow. That information is really one of the most important 
functions that you have. 

Mr. Samuet W. Anverson. It is indeed. 


INTEREST OF “AMERICAN BUSINESS COMMUNITY” 
IN INCREASED SERVICES 


Mr. Rooney. Mr. Secretary, the American business community 
to which you refer, and which you say wants these additional services 
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from you, which you propose to give them at the general taxpayers’ 
expense by increasing an appropriation for Salaries and expenses, 
Bureau of Foreign and Domestic Commerce, from $1,511,900 to 
$2,800,000, mle the National Association of Manufac turers, the 
National Foreign Trade Council and the United States Chamber of 
Commerce, does it not? 

Mr. SamugEt W. Anperson. You mean as organizations? 

Mr. Rooney. Yes. 

Mr. Samuet W. Anperson. Yes. They call on us for some infor- 
mation. They and their members. 

Mr. Roonry. You said that as soon as you took up your duties you 
immediately organized or called meetings of three advisory eommit- 
tees. 

Mr. W. Anperson. Yes. 

Mr. Rooney. One representing exporters, one representing the im- 
porters, and the third representing major national business organiza- 
tions, such as the National Association of Manufacturers, the National 
Foreign Trade Council, the United States Chamber of Commerce, 
and so forth. 

Mr. Samuet W. Anperson. That is right. 

Mr. Roonry. What assurance would the committee have if we were 
to go along with such a request—and I merely am assuming such a 
thing at the moment—to increase this activity to the extent that you 
ask, which would bring it to a higher level than it has been since 
Hoover's administration, as you said a while ago, that we would not 
have the same thing happen again that happened in 1929? We have 
been doing pretty well for 20 years with much reduced expenditures 
in this line, and according to your own charts business is increasing. 
You have all these people working today, and now you want to further 
build up the top, the American corporation. I wonder if you would 
address yourself to that, Mr. Secretary. 


COMPETITION INCREASING 


Mr. Samurt W. AnpeErson. Yes. The situation, as Mr. Smith 
pointed out previously, is different and difficult as it faces us in the 
next 18 months, I am sure. It is far more competitive than at any 
time since the war. The importance of our foreign trade both ways 
is of course undisputed in terms of the effect on the American business 
community. It represents in many industries a profit or loss—as 
far as exports are concerned. 

Now, if we are to maintain our share of the world’s business, and if 
that world business as a whole is going to grow, as we all hope it will, 
I think that the business community has a perfectly legitimate right 
to ask from its Government effective and efficient assistance in the 
way of information and help. We are not giving them that now. 


NEED FOR BALANCING BUDGET 


Mr. Rooney. This is the very business community that is always 
talking about balancing the budget. I am sure that they would not 
want the amount of limitation on the national debt increased. 
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These are the very people who, day after day, are shouting with 
regard to high taxes, and yet, according to this presentation, if I 
understand it correctly, you propose to perform for that very com- 
munity an act which would cost the general taxpayers almost 50 
percent more than it has been costing them in the past 20 years. 


BUSINESS NEEDS STATED IN QUESTIONNAIRE REPLIES 


Mr. Samevut W. Anperson. That is correct. The evidence that 
we are not fulfilling their desires and their needs is, I think, undisputed. 

On page 9 of this questionnaire—and I think this is a perfectly 
fair sample—you can find a large number of quoted comments which 
support that contention. 


Better service from commercial intelligence officers and consuls. 

With few exceptions in certain countries, most commercial attachés lack 
knowledge of the market. Believe this is due mainly to constant transfer of 
employees, 


That is a matter of Foreign Service organization. 
More and up-io-date credit reports. More and up-to-date data—speed. 


So on down the list. 

Now, these are quoted from this very wide sample. Every time 
that we meet with one of those committees that you referred to we get 

exactly the same story. We are not getting the kind of information 
and the kind of help that we want and need, particularly in this forth- 
coming competitive period. 

Mr. Sairu. It might also be pointed out in this connection that a 
reat deal of useful information is presently available but not in a 
orm which can be distributed, nor can it be made usable without 

some work being applied to it. 


TRADE WITH CHINA 


Mr. Rooney. What is the situation with regard to American pur- 
chases from Red China? 

Mr. Samugt W. Anpprson. We have practically an embargo. 
That is administered by the Treasury Department under the Trading 
with the Enemy Act. 

Mr. Rooney. Purchases from Red China? 

Mr. W. That is right. That is administered 
by the Treasury Department under the Trading with the Enemy Act. 

Mr. Roonny. Am I to understand that there are no American 
dollars going into Red China at this time? 

Mr. W. Anverson. Not legitimately. 

Mr. Rooney. How about illegitimately? 

Mr. Samugt W. Anperson. I cannot speak to that. 

Mr. Rooney. Do you have any information on that at all? 

Mr. Samuet W. Anverson. I think the Treasury has some. We do 
not monitor that. 

Mr. Rooney. If Treasury has it you would know whether or not 
there has been any American dollars getting into the hands of Red 
China. You would know that, would you not? 

Mr. Samuet W. Anperson. Well, to the extent we asked the 
Treasury for information; yes. 
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Mr. Rooney. And what is the answer? 

Mr. Samuet W. Anpverson. I have never asked them specifically 
for any information they have on it. 

Ber. Rooney. It never occurred to you to ask them a question like 
that? 

Mr. W. We have talked over the fact that 
there is a certain amount of smuggling going on of currency. Every- 
body realizes that greenbacks are traded in throughout the various 
parts of the Middle East in a way that we cannot possibly control. 
To the extent that greenbacks are smuggled into China that repre- 
sents dollars that may try to get out, but to the extent those green- 
backs show up for any Chinese account in any American bank, they 
are, of course, frozen by the Foreign Fund Control. 

Mr. Roonry. You do not have any figures or data on this general 
statement? 

Mr. Samuet W. Anperson. No, I do not. 

Mr. Rooney. What is the situation with regard to the butter 
deal? 

Mr. Samvuet W. Anperson. This last proposal of a private exporter 
to send butter? 

Mr. Rooney. Yes. 

Mr. Samuet W. Anpverson. As you saw, the Seeretary last Friday 
announced we were denying that application to export United States 
Government surplus butter through channels to Russia. 

Mr. Rooney. Is that flat and decisive? Is that the position? 

Mr. Samurnt W. Anperson. Yes, it is. The reason, of course, was 
the price named by the exporter was the world market price, which is 


1epresented by the offers of butter-exporting countries in Hurope, but 
very much lower than our support price. 


TRADE WITH SOVIET BLOC 


Mr. Roonsy. What trade do we have at the moment with the 
Iron Curtain countries, the satellites? Where will I find the figures 
with regard to that? 

(The matter referred to appears on p. 541.) 

Mr. Samue.t W. Anperson. We will supply them for the record. 
We are exporting small amounts of nonstrategic goods principally 
to the eastera satellites, that is Czechoslovakia and Poland. I have 
here the last quarterly report as of September 30, which gives some 
figures. You will see a chart on page 5 which discusses this matter. 

We received during the third quarter some 1,100 applications for 
export licenses to the Soviet bloc. This does not include Communist 
China. And the applications were denied for about 200 of them. 
The balance were approved. They were all rather small—cigarettes 
ree so forth. Iam not sure that there is a breakdown of the items in 

ere. 

On page 57 there are figures showing for the second quarter of 1953 
the items that were exported. You see it is unmanufactured tobacco 
to East Germany and transmission belt and belting to Czechoslovakia. 
Hungary none. Poland and Danzig, cigarettes and second-hand and 
used clothing and relief or charity. 

You will notice that table also discloses the imports from those 
countries in that quarter. 


Me 

a 
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Mr. Macy. That is a book of the quarterly report required by the 
Congress. 

Mr. Rooney. A copy of it came to my office yesterday. I shall look 
at the report while you proceed, Mr. Chairman. 


FIELD OFFICE SERVICE 


Mr. Presron. Under this new system of reorganization you absorb 
the field office service into what you call the BSDA. 

Mr. Samuet W. Anperson. That is correct. 

Mr. Preston. You do not ask for a specific amount in the appro- 
priation for the field office. 

Mr. Samue.t W. Anperson. Not in this part. 

Mr. PRESTON. How much is in the overall item for the field office 
service? 

Mr. Samvuet W. Anperson. Well, I think the best way to answer 
that question is from some statistics we keep as to the nature of the 
inquiries that come into the field offices by months. 

he last one that I saw—and we can, if you wish, put into the 
record the most up-to-date figure—indicated that somewhat over 50 
percent of the inquiries that come into our field offices from business 
people have to do with foreign trade. 

Mr. Preston. I am afraid we are not getting together. I am 
speaking about domestic trade. 

(Discussion off the record.) 

Mr. Samuet W. Anverson. I think I get your question now. 

Mr. Nretson. On page 145 it shows the field service which is under 
BDSA. In 1955 there is an amount of $1,965,000 for the field service, 
which also provides field service for the Bureau of Foreign Commerce. 

Mr. Preston. I understand now. 

Mr. Samus, W. Anperson. There is $117,000 in this budget for 
transfer to the field service in connection with the administration of 
export control. 

USEFULNESS TO SMALL BUSINESS 


Mr. Preston. The point I wanted to make was this. I do not 
want to see the field service or the field office service diminished. All 
of the big business people have representatives in Washington. They 
are funneling information to business all the time. Other people have 
to depend on the field services for the information. Those offices 
serve a useful purpose. I know that. I am convinced of it. I wanted 
to be sure you are not diminishing this activity to the extent that the 
small-business people would have to come to Washington to get the 
information they need. 

Mr. Samugt W. Anpverson. Exactly. We altogether concur in 
that judgment and we find in practical experience just as you have 
said. It is the small business which is interested, perhaps for the 
first time, in the possibility of exports or possibility of licensing his 
particular variety of production. He doesn’t know. much about it 
and he seeks help. 

Mr. Macy. This whole service of ours is directed toward helping 
him through our field offices. 

Mr. Preston. Yes, sir. 

Mr. Macy. That is our whole object. 
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Mr. Samuet W. Anperson. Many of those publications you saw 
on the charts are distributed through the field offices. 

Mr. Preston. And the amount is a same this year as you had 
in 1954, the amount you ask for 195: 

Mr. Worthy. $1,965,000 in 1954 “oe the same in 1955. 


EXPORTS TO AND IMPORTS FROM SOVIET BLOC 


Mr. Rooney. I should like to offer for the record at this point 
pages 57, 58, and 59 of the 25th quarterly report by the Secretary of 
5 Commerce to the President, Senate and House of Representatives on, 
export control. 

(The information is as follows:) 


2. United States exports to and imports from each country of the Soviet Bloc, by 
commodity, second quarter of 1953 ' 


UNITED STATES EXPORTS? UNITED STATES IMPORTS? 
. COUNTRY AND COMMODITY COUNTRY AND COMMODITY 
Thou- Thou- 
East GERMANY sand East GERMANY sand 
dollars dollars 
Total United States exports. 128 Total United States for con- 
sumption... 1, 272 
Tobacco, unmanufactured 128 
Cocoa, unsweetened 17 
Artificial or ornamental fruits, 
flowers, etc... 65 
Christmas tree 78 
China ornaments_- 37 
i Montan 37 
Potassium chloride, 375 
¢ Potassium sulphate, crude Jae | 25 
i Cameras and parts. 415 
& Musical instruments, parts and accesso- | 
CZECHOSLOVAKIA CZECHOSLOVAKIA 
Total United States exports_.....___.- 29 Total United States inperts for con- | \ 
Transmission belts and belting (reexports) -. 29 — 
Furs and manufactures 29 
Paprika, ground or unground _ ‘ 15 
Jute burlaps a 24 
Glass bottles, vials, jars, ete ; | 15 
Other glass and glass products 4 
Imitation precious or semiprecious stones _| 92 
Castor bean pomace 5 
Band and orchestra instruments. _- 3 
Beads and fabrics, articles of beads 10 
Other imports..." 2 


See footnotes at end of table, p. 543. 
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2. United States exports to and imports from each country of the Soviet Bloc, by 
commodity, second quarter of 1953 \—Continued 


UNITED STATES EXPORTS? 
COUNTRY AND COMMODITY 


UNITED STATES IMPORTS? 


COUNTRY AND COMMODITY 


Thou- Thou 
HUNGARY sand HUNGARY sand 
dollars dollars 
Total United States exports........... (x) Total United States imports for con- 
Marten fur, undressed ___ 9 
Feathers, crude_.........-....-. 230 
Paprika, ground or unground 8 
Cotton ti 
Baskets and bags of willow or osier__._.._. 32 
Blown glassware, table and kitchen articles. 26 
Books, maps, pictures and other printed 
matter. __- ce 22 
Artworks and ‘antiques. a 7 
35 
POLAND AND DANZIG POLAND AND DANZIG 
Total United States exports..........- 49 Total United States imports for con- 
Second-hand and used clothin 15 | Hams, shoulders, and benn.* canned or 
Relief or Charity... 1 preparer 3, 048 
Calf hides, 707 
Bristles sorted, bunched or Prepared 80 
Feathers, 126 
19 
Baskets and bags of willow and osier_____- 51 
Christmas tree 24 
ALBANIA ALBANIA 
Total United States exports. ..._____- 1 Total United States imports for con- 
RUMANIA RUMANIA 
Total United States exports. _....._..|-.....-- Total United States imports for con- 
42 
Bristles sorted, bunched, or prepared _- 5 
Walnuts, 3 
ground or “unground- 5 
Other ‘imports 9 
BULGARIA BULGARIA 
Total United States exports... .....- 4 Total United States imports for con- 
75 
Squirrel fur, undressed. 3 
Paprika, ground or unground 3 
Rose oil or otto of roses..............-...-- 62 


See footnotes at end of table, p. 543. 
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United States exports to and imports from each country of the Soviet Bloc, by 
commodity, second quarter of 1953 '\—Continued 


UNITED STATES EXPORTS? UNITED STATES IMPORTS ! 
COUNTRY AND COMMODITY COUNTRY AND COMMODITY 
Thou- Thou- 
U.38. 8. sand U. 8.8. R.4 | sand 

dollars | dollars 

Total United States exports__- 7 Total United States imports for con- | 
| sumption 3 184 
Bound educational textbooks. 4 | Sausage casings | 79 
Periodicals, current except overissue_. 1 | Sturgeon roe 34 
Relief or charity 1 | Furs, undressed . | 2,225 
Dictionaries and encyclopedias including | Bristles, sorted, bunched or a | 147 
yearbooks and literature, fictional and Feathers, crude. _ } wt 
nonfictional (reexports) 2 | Licorice root 134 
| Essential or distilled oils 9 
Cotton linters | 108 
} Animal hair, unmanufactured | 
Cork waste, shavings and refuse } 1s 
| Asbestos, unmanufactured ‘ | 12 
Palladium | 165 

| Books, maps, pictures, and other printed 
matter 50 
Other imports. . 15 

NORTH CHINA AND MANCHURIA NORTH CHINA AND MANCHURIA 5 

Total United States exports... __.__- Total United States imports for eon- | 
sumption 203 

Lamb and sheep fur, goat and kid skins | 
00 
Bristles, sorted, bunched or prepared 50 
| Feathers, crude | » 
Textile manufactures 
| Artworks and antiques. 28 
Other imports 4 

OvrER Moncoua OvTER MONGOLIA 

Total United States exports... RE Ret! Total United States supers for con- | 
sumption. ..._.. 846 
Marmot fur, undressed | 1,581 
Hair of the cashmere goat - ‘ } 252 
Wool noils. 63 
od 

NORTH KOREA NORTH KOREA 

Total United States Total United States for con- 


1 See note on page 56 regarding United States export and import controls and suspension of import tariff 
concessions. 

2 Data include reexports. 

3} Commodity imports are reported on the basis of imports for consumption, including merchandise with- 
drawn from bonded.customs warehouses in addition to merchandise entered directly into consumption 
channels upon arrivah. Imports are credited to the country in which the merchandise was originally 
produced, not necessarily the country from which purchase and shipment were made. 

‘4 Data include Estonia, Latvia, and Lithuania. 

5 Controls over imports of Chinese merchandise are exercised by the Treasury Department under Foreign 
Assets Control Regulations issued December 17, 1950. Under these regulations the importation of Chinese 
goods is prohibited without license by the Treasury Department, and it is against the present policy of 
that agency to license such imports. Some items of Chinese origin, however, continue to appear in the 
statistical record of United States imports. For example, dutiable Chinese merchandise brought into 
the United States and stored in bonded customs warehouses prior to the effective date of the import con- 
trol regulations is counted in import for consumption statistics when it is withdrawn from warehouse, 
which may be as long as 3 years from the original date of entry. Some duty-free merchandise permitted 
entry for inspection but subsequently rejected by Customs when determined to be of Chinese asia has 
also been counted in the import statistics. In addition, recent figures have included imports of some stra- 
tegic materials licensed in 1951 or early 1952 on the request of the Department of Defense, some imports 
licensed to avoid undue hardship to firms and individuals who had acquired the Chinese merchandise in 
good faith, and some products of Chinese origin obtained from third countries and known to have been free 
of all Chinese interests = to December 17, 1950. In United States import statistics, goods of Chinese 
origin are credited to China regardless of the country from which shipment was made. 

x—Less than $500. 


41956—54——-35 


544 


SALE OF NARCOTICS 


Mr. CLevencer. Have you anything at all on the sale of narcotics 
from Red China into our area? Has the Treasury or Commerce 
Department any check on it? 

Mr. Samvuet W. Anperson. That is handled altogether by the 
Treasury. 

Mr. CLevenGcerR. You perhaps noticed a statement in the press 
jt there has been a steady flow of it to Korea, Okinawa, and even 

apan. 

Mr. Samuet W. Anperson. I didn’t happen to notice that; no. 

Mr. Cievencer. That is something the record of imports from 
Red China wouldn’t show. 

Mr. Samuet W. Anpverson. I would imagine it would not. 


PROCESSING AND USE OF REPORTS FROM FOREIGN SERVICE 


Mr. CLeveNGER. We will take up another question I want to get 
in now. You have no idea how many of your requests for reports 
from the Foreign Service they have replied to, have you? Did they 
reply to most of them? 

Mr. Samuet W. Anperson. Yes. 

Mr. Cievencer. What did your overseas staff do with them after 
they got them? 

Mr. Samuet W. Anperson. Here in Washington? 

Mr. CLevENGER. Yes. 

Mr. Samvuet W. Anverson. Depending on the nature of the reply. 
If it is a reply which has to do with some of the problems of the 
economic conditions in Thailand, for example, the first port of call 
of that report would probably be the Far East Division of the Bureau 
of Foreign Commerce. They probably asked the question and got 
the information. If on the other hand it had to do with the standard 
status of some trader who was consignee on export application, then 
it would go to the Export Control Division for their information in 
passing judgment on whether the applicant for that export would be 
allowed to make the shipment. It might be any number of varieties 
of things. If it is a World Trade Directory report it probably has 
been requested by a given businessman in which case it would go to 
the Commercial Intelligence Division for transmission to the business- 
man who had specifically asked for it. 


EXAMPLES REQUESTED 


Mr. CLevencer. You might furnish to the committee some in- 
stances, not for the record, of some of these things. I want to know 
where some benefits were derived from this exchange of activity 
between the Foreign Service and the Bureau of Foreign Commerce 
staff. I don’t want too many, but yet I want enough to be of some 
use to us. 

Mr. Samuet W. AnpErRSON. We would be glad. to give you 6 or 
8 as examples. 
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JUSTIFICATION FOR PROPOSED PERSONNEL INCREASES IN 1955 


Mr. CLeveNGER. Now, we will go back to page 705 of the justifi- 
cations. How many additional employees are you asking? 

Mr. Samuet W. Anpverson. I think the figure is 192 as to the 
average employed. 

Mr. CLevencer. Now tell us if you will, the justification for these 
beginning with the Office of the Director. 


PUBLICATIONS AND ADMINISTRATIVE MANAGEMENT 


Mr. Samuet W. Anperson. Office of the Director is not increased, 
Publication staff is a function of the work which 1 described to you 
earlier in the afternoon of trying to do a better and a more up-to-date 
job in our publication work. Many of our publications, as I pointed 
out, are very much out-of-date and need bringing up to date and need 
more frequent bringing up to date and publication. The Adminis- 
trative Management Staff is a small increase. There again that is a 
function of the proposed larger scale of the operation, 


INTERNATIONAL RESOURCES STAFF 


The International Resources Staff is an increase of 10. You 
noticed in the justification of that, that staff includes 8 people to 
work on the requests made by the Office of Defense Mobilization on 
mobilization base work and on computing of foreign requirements 
that must be taken into consideration from the United States in the 
event of war. We all know we are the sole source of quite a number of 
things which are essential to our friends in case of war as we found out 
in the last case. 


FOREIGN ECONOMIC DEVELOPMENT STAFF 


Foreign economic development staff shows an increase of 3, in fact 
establishes 3 on our own payroll. That is the staff which carries out 
some of the work of point 4 at the request of the FOA. Our present 
arrangements which are now under discussion with FOA suggests that 
they will use the Commerce Department’s know-how, skills, and expe- 
rience more in the future than has been the case in the past. 

— Service Operations Staff, | think I have explained previ- 
ously. 

Mr. CLevENGER. Yes. 


OFFICE OF ECONOMIC AFFAIRS 


Mr. Samuet W. Anperson. The Office of Economic Affairs, that 
is the area desk of the Department. That is where we have the 
country experts who really know the economies of the countries 
throughout the world. e have divided those into the group of 
high priority countries where American trade interests are very 
substantial. 

Mr. CLevenceR. How many would you suppose you would assign 
to Paris? 
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Mr. Samuet W. Anperson. We wouldn’t have that. 

Mr. CLevenGer. Anything in London, Brussels? 

Mr. Samvet W. Anperson. These would all be here except insofar 
as they go abroad—— 

Mr. Cievencer. All here. 

Mr. Samuet W. AnpErson. Country experts. 

Mr. Cievencer. All right. 


COMMERCIAL INTELLIGENCE 


Mr. Samuet W. Anpverson. Office of Intelligence and Services is 
that part of the Department which handles all of the commercial 
intelligence including the basic data on the status of consignees under 
the Export Control Act. 

It is the place where the information of specific interest to business 
on individual items is handled, and that is where these million files 
are of the businesses throughout the world, which is the great asset of 
this Department in terms of information about foreign business. 
Those last two are the heart and soul of the Department. 

Mr. Cievencer. On page 730 you have other objects. 

Mr. Coon. May I ask a question? 

Mr. CLevenGER. Yes. 


OFFICE OF THE DIRECTOR 


Mr. Coon. In the Office of the Director you are asking for $878 
increase there, which brings it up to a total. of $48,089. There are 
five people in there. That is an average of over $9,600. Could you 
tell me what those people in there draw, what each individual draws? 

Mr. Cievencer. Yes. We can provide that. 

Mr. Macy. Director is GS-17 drawing $13,400. Deputy Director 
is = ae $12,400. Assistant Director at a 15 drawing $11,300, 
and 2 girls. 

Mr. Coon. Is this the department where the Assistant Director got 
more than the Director? 

Mr. Macy. No. 

Mr. Coon. I thought it was your department last year which did. 

Mr. Nietson. The item you refer to is the Export Control Investi- 
gative Staff, or the Appeals Board in Commerce. 

Mr. Macy. The reason at that time was that the deputy had been 
there longer than the other. They were both at the same GS level. 

Mr. Coon. You were Director? 

Mr. Macy. Of the Bureau of Foreign Commerce; yes. 

Mr. Coon. That is all, Mr. Chairman. 

Mr. CLeveNGER. Now we have some other objects on page 730 
amounting to quite a large sum of money, nearly $226,000. Give 
those an explanation. 


TRAVEL 


Looks like there is some traveling. 
Mr. Samuent W. Anperson. Yes; substantial travel. We believe 
the effectiveness of our country experts particularly is greatly enhanced 
by a firsthand knowledge and a rather up-to-date knowledge of the 
countries concerning which they are supposed to be the source of 
information. 
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TRADE FAIR EXHIBITS 


This transportation of things I will have to call on Mr. R. A. 
Anderson for. 

Mr. Roonny. The item is increased from $25 to $10,100? 

Mr. Samuet W. Anpverson. Yes. That is mainly for exhibits 
shipped abroad. 

Mr. CLEveNGER. You are embarking on a series of exhibits in 
these fairs? 

Mr. Samuret W. Anprerson. Commerce Department participation 
in four fairs where we will be required to set up booths, have bulletins, 
information and other material asked for by the foreign business 
people who come to the fair. 

Mr. Bow. Doesn’t United States Information Service distribute a 
great deal of that material abroad? 

Mr. Macy. They are urging us to do this and they will put some of 
their material in the booths. 

Mr. Samuet W. Anperson. But they do not distribute—— 

Mr. Bow. We have large libraries in practically every city abroad 
where you can find this material. 

Mr. Macy. Their material will be put in these fairs and exhibitions. 

Mr. Samuet W. Anperson. That is a permanent place. 

Mr. Cievencer. Then we can take a look at their appropriations 
perhaps, their requests for this same activity. 

Mr. Samugi W. Anverson. I do not understand they would provide 
for the shipping of Commerce Department material from United 
States to fairs at which the Commerce Department participates, 
They have, as Mr. Bow has said, permanent 


COMMUNICATIONS, PRINTING, AND REPRODUCTION 


Mr. CLevenceR. How about the increase in communications? 

Mr. Samvuet W. Anperson. That is a reflection of what we hope 
will be a more active and effective service to the business community 
and this is an estimate of the magnitude of the requirements. 

Printing and reproduction—we talked about that to some extent; 
That is again a reflection of our expectation of doing a far better job 
for the community. 

Mr. CievenGeER. Give us a little detail of what you are going to do. 

Mr. Macy. On communications there are $8,500 for penalty mail, 

Mr. Samvuet W. Anpverson. Would you like to go further on com- 
munications? 

Mr. CievenGcer. I want to know what you will do with this. 

Mr. R. A. AnpeRSON. $24,180 on switchboard services provided 
by the Department. 

Mr. CLeveNnGeER. Printing and reproduction. We would like to 
have an idea of what you will do with that amount of money if you 
get it. 
ey SamvueL W. Anperson. Will you give the breakdown on that 
item 

Mr. R. A. Anperson. Foreign Commerce Weekly $56,000. Busi- 
ness Information Service and International Reference Service $50,000. 
Foreign Commerce Yearbook $25,000. World Trade Directory and 
Trade List $18,000. Exhibits and promotion materials $10,000. 
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aids $7,000. Investment guides, $5,000 each, 
40,000. 
Mr. Samuet W. Anpverson. That is this type of publication here 
which has been very successfully received. 
Mr. R. A. ANDERSON. Miscellaneous item for $21,000. 
. Mr. Cievencer. You have other contractual services, $4,800 to 
34,100. 


TRADE FAIR EXHIBITS 


Mr. R. A. Anprerson. Bulk of that increase is represented again 
by our participation in international trade fairs. There are $26,000 
in that item for the construction of exhibit booths, frames, pay of 
laborers and handling and unpacking and shipping. The balance is 
made up of $2,300 for stenographic and reporting services, $1,000 for 
addressograph services, $3,994 for machine repairs, and $806 for our 
share of the public health, nurses-aid program. 


TRANSLATION SERVICES 


Mr. CLevencer. Now we have services of other agencies. There 
is an increase there of 350 percent, $4,700. 

Mr. R. A. AnperRson. That is made up of an item of $5,400 which 
covers cost of translation services performed for us by the State 
Department. That is translation of all correspondence which comes 
in foreign language and where we do not have competent people to 
make that translation. $3,600 is for moving which is GSA item for 
oe and office space. $3,000 for normal repairs and electrical 
work. 

Mr. CLevencer. Any questions on this which have not been 
covered? 

Mr. Rooney. With regard to the figures? 

Mr. CLEVENGER. Yes. 

Mr. Rooney. I should like to get this record straightened out. 
The figures you were just breaking down, Mr. Anderson, were with 
regard to the requested increases in travel from $16,000 to $64,000. 

Mr. R. A. ANperson. That is correct. 

’ Mr. Rooney. From transportation of things from $25 to $10,100. 
Communication Services from $25,000 to $39,230, and printing and 
reproduction from $118,775 to $227,000, other contractual services 
from $4,800 to $34,100, from services of other agencies from $7,300 to 
$12,000, and in supplies and materials from $11,220 to $22,065, Is 
that correct? 

Mr. R. A. Anperson. That is correct. 

Mr. Rooney. Total number of employees which you seek to add 
to the payroll is what? Two hundred and twenty-two? 

Mr. R. A. ANpersoN. Average of 192; 222 positions. 

Mr. Rooney. Let us have it in number of pans. Number of 
positions which you seek to add to the payroll is 222? 

Mr. R. A. AnpEerson. That is correct. 

Mr. Roonry. This would be over and above the number that 
conducted this activity in fiscal year 1954, the present fiseal year, of 
221, so you would have a total number of positions of 443. Is that 
correct? 

Mr. R. A. Anperson. That is correct. 
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CONTROL OF EXPORTS TO CHINA 


Mr. Rooney. I should like to read into the record from page 5 of 
the report of the Secretary of Commerce, Hon. Sinclair Weeks to 
the President and to the Congress under date of December 1, 1953, 
as I think there are a few important statements contained therein. 

It has been, and still is, United Staves policy generally to approve the export 
of nons rategic goods to the U.S. S. R. and its European satellites, except where 
a particular transac’ ion is viewed as having adverse net impact upon the security 
interests of the free world. 

And from page 6 of the Secretary’s report to the President and the 
Congress with regard to United States security controls to Com- 
munist China and North Korea, I read as follows: 

United States export controls to China had their real beginning in late 1948 
and early 1949, when licensing controls were imposed over shipments to that des- 
tination or those goods appearing on the Department of Commerce positive list. 
Such control was then addressed to assuring the necessary supply assistance to 
the armed forces of the Nationalist Government, while at the same time pre- 
venting the direct or indirect flow of such goods into the hands of the Chinese 
Communists. In late 1949, however, as the China mainland fell under Com- 
munist domination, our controls were made more restrictive on the major items 
of strategic significance. With the outbreak of hostilities in Korea, the Depart- 
ment further tightened its controls over the movement of strategic goods to 
Communist China and North Korea. Later, when the Chinese Communists 
directly joined tne Korean conflict, tne Department imposed an embargo on all 
exports to the China mainland and also invoked a transportation order prohibiting 
United States ships and planes trom calling at or carrying goods intended for 
Communist China. 


That is all I have. 


RECEIPTS FROM SALE OF PUBLICATIONS 


Mr. Bow. I would like to ask on this question of printing and 
reproduction which asks for ao increase of $108,225. Can you tell us, 
Mr. Secretary, how much was returned to the Treasury from the 
sale of these books in 1954? 

Mr. SamureLt W. Anperson. Yes, sir. These are estimated total 
sales of the BFC publications on an annual basis. I might say 
parenthetically we cannot do this on an accounting basis because some 
of the subscriptions are not such that they expire on the same dates. 
Total amount estimated is $168,958.30. 

Mr. Bow. That is the return in 1954? 

Mr. Samuet W. Anperson. Yes, as of 1954 with the giving effect 
to that remark I made. 

Mr. Bow. In 1955 where you request $108,225, do you have an 
estimate as to what your return will be to the Treasury from the 
publication at the increased rate? 

Mr. Samuret W. Anperson. We have not made such an estimate, 
Mr. Bow, on that. I think it is self-evident that it will be higher. 

Mr. Bow. I think it is important for us to have that, Mr. Secre- 
tary. It seems to me you would have had that for us, because if you 
can show that you actually returned to the Treasury more than you 
spent in your publications in 1954 it seems to me that would be some 
justification that you could do the same thing with your increase. 

Mr. Samurt W. Anperson. We will endeavor to develop such an 
estimate. 
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Mr. Bow. This makes it look bad now. But if you got dollars 
back in the Treasury and made a profit it would be a different thing. 

Mr. Samvurt W. AnprErson. Yes. 

Mr. Bow. You ought to give that. 

Mr. Samus. W. AnpEerson. We will develop such an estimate as 
nearly as we can. Obviously, it will have certain margins of error 
like all estimates will. 

(The information requested is as follows:) 


Estimated sales of proposed publications program, fiscal year 1955 


Salaries and expenses: 


Pusiness Information Service & International Reference Service__ 32, 000 
World Trade Directory Reports & Trade Lists_--_-..--..-----_- 62, 000 
Miscellaneous Old , 000 

Estimated total salaries and expenses- ---_-----.-------------- 155, 000 

Export control: 

Comprehensive Export 95,000 
Export, Control Quarterly Meports.- 1, 000 

Estimated total export control 96, 000 


Norte.—Includes only estimated sales for the fiscal year 1955; however, sale of these publications will 
continue beyond June 30, 1955. 


TRAVEL INCREASE 


Mr. Rooney. One further observation. I note in the justifica- 
tions at page 731 that one of the reasons for the requested increase of 
$48,000 in travel, to wit, from $16,000 at the present time to $64,000 
in the coming fiscal year, is that— 

There is an increasing demand by United States businessmen for closer liaison 
between the Washington office and trade associations, and so forth. To improve 
this liaison will require more domestic travel by officials of the Bureau of Foreign 
Commerce, 

Mr. Samuret W. Anperson. What page? 

Mr. Rooney. 731. 

Mr. Samvet W. Anperson. The domestic travel, of course, Mr. 
Rooney, is in here naturally, and we believe that not only is that of 
significance but also, as I said to the chairman a few minutes ago, 
the increase in foreign travel is a matter of real concern to the 
effectiveness of this organization. 

Mr. Bow. In other words, your foreign travel is figured at $16,000 
as I read your justification, one foreign trip for each of these men 
averaging $2,000. 

Mr. Samuet W. Anperson. That is correct. 


DEFENSE PRODUCTION ACTIVITIES 


Mr. Cievencer. How much is contained for DPA activities? 
Can you tell us? 

Mr. Samuet W. Anprerson. Defense Production Administration? 

Mr. CLevENGER. Yes. 
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Mr. Samuet W. Anperson. That is something ODM inherited. 


There are eight people. 


There are 8 of these average number of posi- 


tions of 20, so that taking, roughly speaking, the cost on a percentage 


basis, it would amount to about $50,000. 


Mr. Cievencer. Your average is ‘higher than that; is it not? 
Mr. Samvuet W. Anperson. It might be a little different. 
give you for the record the exact salaries projected from those eight 


people. 


Mr. CLEVENGER. Somewhere near an exact amount. 


Mr. Samuet W. ANDERSON. 
(The information is as follows:) 


We will furnish it. 


We can 


The amount included in the 1955 estimate .or personal services of the eight em- 
ployees engaged in defense production activities is $51,775. 


Export ContTrou 


Amounts available for obligation 


| 
1954 estimate 


1953 actua] 1955 estimate 

Appropriation or estimate. $5, 750, 000 $4, 000, 000 $3, 600, 000 
Reimbursements from non-Federal 5, 588 
Reimbursements from other 28 
Total available for obligation... ____._....._....--..-... 5, 755, 616 4, 100, 000 3, 600, 000 
Balance rea) for subsequent 108,000 té i 
Unobligat alance, estimated savings.__.............-..-.-- —40, 850 << 
Obligations 5, 614, 706 4, 100, 000 3, 600, 000 


Note.—Reimbursements from non-Federal sources are for the expenses of customs employees and are 
available to this appropriation pursuant to the act of Feb. 13, 1911, as amended, 19 U. 8. C, 267. 


Obligations by activities 


Export control: 


Obligations by objects 

Object classification 1953 actual | 1954 estimate | 1955 estimate 
RUREAU OF FOREIGN COMMERCE 
Total number of permanent 640 443 
Full-time equivalent of all other 1 1 1 
Average number of all employees - 755 520 428 
Average salaries and grades: 
General schedule grades: 

cowed GS-7.4 GS-7.5 GS8-7.7 

01 Personal services: | 
$3, 937,021 | $2, 792, 247 $2, 382, 180 
3, 340 5, 800 5, 000 
pay in excess of 52-week base... ......._....--- 13, 602 13, 298 9, 420 
Payment above basic rates. -._-.-.......- oS 3, 495 3, 000 2, 000 
Total personal services. 3,957,458 | 2,814,345 | —-2, 398, 600 
21, 959 | 20, 325 20, 125 
580 | 1, 100 1, 100 
04 Communication services. 79,798 85, 045 86, 260 
05 Rents and utility services -- 2, 680 420 420 
06 Printing and reproduction_. 99, 461 68, 7 66, 325 
07 Other contractual 14, 352 11, 150 10, 075 
Services performed by other agencies 134, 999 | . 104, 000 
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Obligations by objects—Continued 


Object classification 


1953 actual 


1954 estimate 


BUREAU OF FOREIGN COMMERCE—continued 


Supplies and materials 
Equipment 

Refunds, awards, and indemnities 
Taxes and assessments 


Obligations incurred 


ALLOCATION TO RUREAU OF CUSTOMS, TREASURY DEPARTMENT 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


01 Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 
Payments above basic rates 


Travel 

Transportation of things 
Communication services 
Rents and utility services 
Other contractual services 
Supplies and materials 
Equipment 

Taxes and assessments 


Obligations incurred 
SUMMARY 
Total number of anent itions 


Full-time equivalent of all o positions __ 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 


Permanent positions 
Other positions 


Regular pay in excess of 52-week base __ 


Payment above basic rates 


Total personal services 

Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment. 
Refunds, awards, and | indemnities 
Taxes and assessmen 


$26,917 
1, 623 


$23, 065 
300 
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| 1955 estimate 
1 
J 
4, 348, 744 3, 115, 000 2, 709, 000 
330 248 226, 
24 2i4 | 
Ss 
$| , 860 $798, 600 
, 949 3,100 
, 402 20, 000 
1, , 211 821, 700 
18, 047 
7,149 
«vee 1,104 669 
15 Hi 8, 450 
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Analysis of erpenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year $475, 516 
in obligations of years 27, O64 
Obligations incurred during the year 5, 614, 766 


6, 117, 346 


14, 521 
480, 762 


Deduct: 


5, 616, 447 | 


Expenditures are distributed as follows: 
Out of current authorizations 5, 153, 723 
Out of prior authorizations 462, 724 


Mr. Cievencer. We will consider the estimate for export control 
on page 736 of the justifications; it is for $3,600,000, a reduction of 
$400,000. We will include pages 736, 737, and 738 for the record. 

(The material requested is as follows:) 


Summary of requirements 
Appropriation, 1954 
Prior year balance reappropriated 
Deduct: 1954 reappropriation for cost of reduction in force 


Base for 1955 
Net difference, 1955 over 1954: 


Requirements 


By activity 
adjusted | estimated | ese (-) 


Export control $4, 000, 000 | $3, 600, 000 


Total estimate of appropriation, 1955 


100,000 | 600, 000 
Pe 4, 580, 762 3, 862, 762 
Obligated balance carried to certified claims account 
Unliquidated obligations, end of year____..._..._-_._..--. 2, 762 266, 762 
4, 318, 000 | 3, 596, 000 
468, 000 248, 000 
| 

4, 100, 000 

| Pe | Difference, 
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Mr. CLeveNGER. Do you want to give a general statement on that? 


GENERAL STATEMENT 


Mr. Samuet W. Anperson. One statement. The budget for 
export control for the fiscal year 1954 was substantially reduced from 
1953. For the fiscal year 1953 we had an appropriation of $5,750,000. 
It was reduced to $4 million in the fiseal 1954. This reduction in 
1954 took into account a very considerable reduction in the control 
mechanisms for short supply reasons particularly, and anticipated 
in large measure the shrinking down of the organization which was 
possible because of that production in short supply controls. 

This further reduction this year tends to take into account still 
further elimination of export controls for short supply reasons but 
there are so few of short supply items lift on the export control lists 
that the mileage is not very substantial for that particular reason. 

The remaining work, of course, has to do with the control of exports 
for strategic reasons. 

We are tightening up, as rapidly as we can, and the experience and 
skills of the men administering this work is of course a constantly 
growing asset in terms of avoiding troubles in this direction. Our 
staff also participates actively in negotiations with our friendly 
nations abroad to try to persuade them to operate their controls as 
nearly consistently with ours as possible. 

The amount of the request for export control is, as near as we can 
judge it, necessary to carry on the quality of the work which we are 
doing now in this strategic control work. We think we can do a good 
job with this amount of money. If, however, you decide to cut it 

elow the $3,600,000 we will, of course, do the best job we can with 
resources at our command. 

Mr. Rooney. You volunteer that with regard to this item but not 
with regard to the previous item for “The American business com- 
munity.” Why is that? 

Mr. Samvuet W. Anpverson. I would like to explain that. 


EXPLANATION OF DECREASE 


Mr. Rooney. You have just invited this committee to cut this 
amount for export control. 

Mr. Samuet W. Anprerson. The kind of a job that we do on export 
control in avoiding risks of strategic meateriad which we do not want 
to reach the block is altogether dependent on the resources we have 
at our command to try to keep it from happening. 

Mr. Rooney. Of course it is. And if you cut the transfer of funds 
to the customs service at your ports you are going to have less con- 
trol, are yuu not? 

Mr. W. Anperson. Exactly. 

Mr. Rooney. And yet you invite the committee to cut it. 

Mr. Samuret W. Anperson, I do not invite it. . I merely say that 
if this committee is willing to take the responsibility of a less good 
job we will do the best job we can with the funds available. It is 
quite a different ote rom the rest of the work of the Bureau of 
Foreign Commerce. This is purely a controlling operation, and if 
you give us $3,600,000, we tell you that we think we can do a credit- 
able job with it. 
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Mr. Rooney. You can do a better job with the amount you now 
have without the cut, to wit, $4 million, can’t you? 

Mr. Samuet W. Anperson. It would be somewhat more secure 
but we believe that in view of the fact that short supply control items 
are rapidly disappearing from the lists that that eliminates enough 
work to permit of. a cut of $400,000. 


WORKLOAD 


Mr. CLevencer. How many export license applications are received 
daily now? How are they running? 

Mr. Samugn W. Anperson. This budget is calculated on an intake 
of 1,500 as an average per day. It is about that now. 

Mr. CLEVENGER. Do you have a table there for a year ago? 

Mr. Samuget W. Anperson. Yes. October to December 1953 
average weekly intake was 7,800, and the average backlog was 8,200. 

A year age, 6 months from July to December 1952, a year ago, 
average weekly intake was 12,000 and the backlog was 22,000. 

1 CLEVENGER. Falling away from about 12,000 to 7,500 in a 
week? 

Mr. Samuet W. Anperson. Yes. 

Mr. Cievencer. And the anticipation of 1955, do you expect that 
to continue to fall away? 

Mr. Samuget W. Anperson. We expect 1,500 as an average per 
day, which on a 5-day week is 7,500. It has been running just about 
that. Almost all of the mileage has been used up in the elimination 
of short supply items. 

Mr. Cievencer. Still about 1,500 average? 

Mr. Samugt W. Anperson. That is right. The decline which has 
taken place this last year has been due to elimination of short supply 
items for control purposes as well as some new systems of bunching 
applications particularly to Latin-America. 


COMMODITIES ON CONTROL LIST 


a: Cievencer. How many commodities are presently on the 
ist? 

Mr. Samuet W. Anperson. Number of commodities on the list, 
yes. Number of commodities on the positive list on January 1, 1954, 
for all destinations, was 1,624. 

Mr. CLevencer. And a year ago? 

Mr. Samuet W. Anperson. On January 1, 1953, it was 1,723. 

Mr. Cievencer. What is your guess on 1955? 

Mr. Samue.t W. Anperson. Beginning of fiscal 1955? 

Mr. CLevenGcer. On the average. 

Mr. Samuet W. Anperson. It will not be greatly less than this 
because almost all of these are security reasons, that is they are there 
for security reasons. 


TRANSFER TO BUREAU OF CUSTOMS 


Mr. Cievencer. How much do you propose to transfer to the 
Bureau of Customs? 

Mr. Samuet W. AnpErRsSON. $891,000. 

Mr. CLevencer. What will that provide for? 
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Mr. R. A. Anpverson. That provides for an average of 214 
positions for fiscal 1955 as against an average of 236 for 1954. 

Mr. CLevencer. Explain now why you are requesting that $100,000 
transfer to the Office of the Secretary. 

Mr. Samuet W. Anperson. Mr. Nielson? 

Mr. Nietson. Mr. Chairman, the Office of the Secretary for the 
past 2 or 3 years has been providing administrative services for the 
export-control activities, such as mail-messenger service, files and 
accounting. The amount, you will note, is increased from $84,500 to 
$100,000. The reason for that particular increase is because of the 
transfer of the Appeals Board to the Office of the Secretary, which is 
the staff group which handles appeals on export control cases. 

Mr. CLEVENGER. Where is the saving shown? 

Mr. Nretson. Actual saving, Mr. Chinivebiadi: as far as pinpointing 
it pea in the estimate, is reflected in the overall reduction of export 
control. 

Mr. CLevencer. How much of that was appeals cost? 

Mr, Nievson. The amount is $20,540 or three positions. 

Mr. Cievencer. Any questions? 

Mr. Bow. I have none. 

Mr. Rooney. I have 1 or 2. I notice that you propose to transfer 
to the Bureau of Customs, Treasury Department, $891,000 in the 
coming fiscal year as compared with $1,100,000 in the present fiscal 
year. Is that correct? 

Mr. Samvuet W. Anperson. The figure is $985,000. 

Mr. Rooney. Allright. Will you insert at this point in the record 
the figures with regard to the amount transferred to the Bureau of 
Customs, Treasury Department, in fiscal years 1952 and 1953? 

Mr. Samugt W. Anperson. Yes, sir, 

(The information requested follows:) 


Transfer to Customs 


$1, 182, 000 


1, 260, 000 


DENIAL OF EXPORT APPLICATIONS TO SOVIET BLOC 


Mr. Roonry. What was the number of export license applications 
denied to the Soviet bloc? I refer to applications for exports to the 
Soviet bloc. How many were denied in the fourth quarter of 1952 
and in the four quarters of 1953? 

Mr. Samurt W. AnpvEerson. Mr. Rooney, the answer to that is on 
page 5 of the export control, and I think I can put it in the record. 

“te. Rooney. Please put it in in exact figures because the exact 
figures are not at page 5. 

Mr. Samvuet W. Anverson. Yes. This is merely the chart. 

Mr. Rooney. That is the reason for my asking. 

Mr. Samus. W. Anperson. Yes. 

(The information requested follows: ) 


Quarterly breakdown of number of export applications to the Soviet bloc denied 


4th quarter, 1952 
Ist quarter, 1953 
2d quarter, 1953 
3d quarter, 1953 
4th quarter, 1953 
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Mr. Rooney. That is all I have. 
Mr. Preston. No questions, 


LANGUAGE CHANGES 


Mr. CLevencer. We have this other item of general peste on 
page 157 of the committee print. Would you tell us about the lan- 
guage changes proposed? 


PERMISSION FOR 5 PERCENT TRANSFER IN SALARIES AND EXPENSES 
FUNDS REQUESTED 


Mr. Nretson. On page 157 of the committee print there is a section 
proposed which would allow a 5 percent transfer between certain 
appropriations of the Department. Salaries and expenses funds may 
be transferred to any other appropriation but no such appropriation 
shall thereby be increased by more than 5 percent, provided that such 
transfer shall be in addition to any other transfers authorized by law 
but no such transfer shall be used for creation of new functions within 
the Department, 


IMPROVEMENT OF FISCAL MANAGEMENT 


This particular provision which we have proposed to the eom- 
mittee would provide for improved fiscal management within the 
Department. In the absence of an authority similar to this, we run 
into unforeseeable costs which arise from such things as wage board 
increases and costs of penalty mail. As a result of these various 
items it means that we either have to submit supplemental requests 
to the Congress or come up for deficiency items, or curtail the program 
activities which have been previously authorized by the Congress. 
We feel, having a provision like this which is subject to the apportion- 
ment system, we submit our request to the Bureau of the Budget for 
the Budget Director’s approval before any such transfer could be 
accomplished, that control would still be exercised through the Direc- 
tor of the Bureau of the Budget on any types of transfers of this 
nature. 

A provision similar to this exists in other departments’ appropria- 
tions, particularly the Labor Department. By this we feel we would 
not have to come through on these supplemental item requests or 
deficiency items. 

FLEXIBILITY 


Mr. Worrny. Obviously, this provision would not increase by 1 
cent the total appropriation requested for the Department. It 
would merely provide a very desirable element of flexibility. There 
are so many unforeseen contingencies that are likely to arise, particu- 
larly in the uncertain state of the world today. 


APPLICABILITY OF 5-PERCENT TRANSFER PROVISION 


Mr. Roonry. How much is involved? What is the total in this 
budget for salaries and expenses to which this 5-percent transfer pro- 
vision might apply? I might observe that we would be utter fools 
to sit here from 10 o’clock every morning over a period of months 
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until 4 or 4:30 every afternoon and neglect our office work, looking 
= these appropriations if we are going to give you a power such as 
this. 

Mr. Nretson. I have a total for the Department but it happens to 
include other objects. 

Mr. Rooney. How much is it including other objects? 

Mr. Nreutson. The total request for 1955 which we have submitted 
to this committee was $854,020,000. The administrative expense 
items involved total $189,445,000. 

Mr. Rooney. That is all, Mr. Chairman. 

Me. SamugeLt W. Anperson. May I make a very brief final state- 
ment? 

Mr. CLevenceR. Certainly. 

Mr. Samuet W. Anpverson. I just want to close this hearing by 
once more saying that the Secretary, and I in support of him, is, as you 
know, determined if possible to put the Bureau of Foreign Commerce 
and the domestic side of the Department in a position to do the first- 
class creditable job in behalf of the American business community. 
My part of it is that portion of the community which is interested in 
international trade. I am very anxious to see that we are able to 
satisfy legitimate demands of the business community. 

We believe this administration is dedicated to the notion that the 
underlying strength of this economy as represented by the strength 
of its business, both large and small, is of the utmost importance and 


it is pursuant to that basic philosophy of the President that we are 
trying to proceed in this next fiscal year to do a first-class creditable 
job of which we can all be proud as Government servants for this 


part of our job. 
Mr. CLevencer. You can see we have some $30 million or $35 
million worth of loss of controls in this Budget. 


Security Risks 


Mr. Roonny. I have one matter and that concerns the Department 
as a whole and not merely the Office of International Trade. I 
inquired of the Secretary and/or you, Mr. Worthy, with regard to 
the number of actual security risks in the Department. I note in 
answer to my question there was furnished a bare statement that 36 
were separated for morals reasons, 23 for alleged subversion or dis- 
loyalty, and 73 for other security reasons, which would include 
habitual drunkeness, loose talk, and so forth. Is that the only in- 
formation you propose to give this committee on this subject? 

Mr. Worruy. It is my understanding that was the information 
you requested. 

Ma Hesoniy. There has been an impression given the public that 
2,200 people have been separated from the Government because they 
were subversive. A great many people suspect that is a lot of hogwash. 
When you talk of security risks, you are not talking of subversives. 
Are these 36 cases homosexuals or do they include other cases involved 
with respect to morals? , 

Mr. Worrny. All homosexual cases, I believe. 

Mr. Roonny. How many are drunks? How many are loose 
talkers? There are eight categories in the Executive order, are there 
not? 
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Mr. Worruy. As I recall it; yes. 

Mr. Rooney. Then with regard to the alleged subversion or dis- 
loyalty, how many of those people resigned? How many did you 
fire? 

Mr. Worrny. Let me examine the records, please. 

Mr. Rooney. What did they do? I don’t want their names. 
What did they do? I think we are entitled to this information before 
we sit down and mark up an appropriation bill. 

Mr. Worruy. I will be very glad to go back and examine the records 
in more detail. I had understood that you wished a breakdown 
between the broad categories. 

Mr. Rooney. No. 

Mr. Cievencer. Who is the security officer in your Bureau? 

Mr. Wortuy. Col. Newman Smith. 

Mr. CieveNGER. We had his predecessors down here on various 
cases. 

Mr. Rooney. The Secretary himself used to sit across the table 
and give us the details on this. 

Mr. Worrny. We would be very happy to give you whatever infor- 
mation you wish, Mr. Rooney. We want to be careful to give it in 
such a way that individual cases cannot be identified. 

Mr. CLtevencer. We have never had that problem. 

Mr. Rooney. I am glad the Department is getting cleaned up. 
We used to find 55 and 75 homosexuals in a batch. Now you find 36 
out of 30,000. 

Mr. Worruy. We will submit more detailed information on that. 

Mr. Roonry. How many more do you suspect there are, Mr. 
Worthy? 

Mr. Worrny. That, Mr. Rooney, I would not even conjecture a 
guess on. 

Mr. CrievencGer. Off the record. 

(Discussion off the record.) 

Mr. Wortuy. Mr. Chairman, before we break up, on behalf of the 
Department of Commerce I should like to express our appreciation for 
the days and the hours your committee has spent with us and the 
degree to which you have permitted us to present the story of the 
Department to you. We appreciate it very much. 

Mr. CLevencer. We are always glad to get it. Sometimes we 
have to extract it to get it. There are no inhibitions on your giving 
us Eres You can just tell your story, so long as you do not 
retell it. 

Mr. Wortnry. We try to avoid that. 

Mr. Samuet W. Anperson. Mr. Chairman, on behalf of the 
Bureau of Foreign Commerce may I thank you very much indeed 
for your attention to all our presentation. 
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Tuursbay, JANUARY 21, 1954. 


CIVIL AERONAUTICS BOARD 
WITNESSES 


CHAN GURNEY, CHAIRMAN OF THE BOARD 

JOSEPH H. FITZGERALD, DIRECTOR, BUREAU OF AIR OPERA- 
TIONS 

IRVING ROTH, CHIEF, RATES DIVISION 

E. T. NUNNELEY, JR., GENERAL COUNSEL 

M. C. MULLIGAN, SECRETARY OF THE BOARD 


Mr. Cievencer. The committee will come to order to consider the 
budget estimate for the Civil Aeronautics Board, appearing on page 
52 of the committee print and starting at page 501 of the justifications. 

It should be noted this committee will consider this year for the 
first time the item “Payments to air carriers,” which in the budget is 
$73 million. 

Mr. Gurney, it seems almost surplusage to ask you for a biography, 
but we would like just a short one for the record. 


BIOGRAPHICAL SKETCH 


Mr. Gurney. Mr. Chairman, going quite a way back in my 
history, I pulled the usual prank of youngsters. I graduated from a 


school in Yankton, S. Dak. I immediately went into my father’s 
business, the seed and tree business, which grew into other lines. 
First was a radio statioa which I built and which is still broadcasting 


on 5,000 watts, known as station WNAX. 

I left the family business in 1933 and went into the oil distribution 
business in Sioux Falls. I stayed in that business for 3 years and in 
1936 I ran for the Senate. I won the nomination and was defeated 
in the geveral election in November. 

In 1938 I ran again and was elected and stayed in the United States 
Senate for 12 years. I was defeated in 1950 in the primaries by Sena- 
tor Francis Case. 

President Truman gave me an appointment to the Civil Aeronautics 
Board in March of 1951 to fill an unexpired term. I held that until 
I received an appointment for a 6-year term from President Eisen- 
hower after his inauguration. It was confirmed by the Senate, and I 
have been a member of the Board continuously since March of 1951. 

Mr. CLreveNGER. Do you have a general statement that you wish 
to make for the record? 

Mr. Gurney. Yes; I do. 

Mr. Cievencer. You may offer it for the record, or read it, as 
you like. 
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SALARIES AND EXPENSES 


Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate 
Transferred from ‘‘Contributions to postal rev enues,’ 
suant to Reorganization Plan No. 10 of 1953 


Adjusted appropriation or estimate. __ 
Reimbursements from non-Federal sources 


Total available for obligetion__ 
Unobligated balance, estimated savings 


Obligations incurred. 
Comparative transfer from “Contributions to postal revenues’. 


$3, 750, 000 
27, 000 


$3, 777, 000 


3, 777, 000 
1 


3, 794, 175 


3, 758, 175 
36, 000 


NOTE, Tye from non-Federal sources above are from the proceeds of sale of 


property (40 U, S. C. 481 (c)). 


Obligations by activities 


Description 


1953 actual 


. Safety regulation. 

. Accident investigation and ‘analysis. 

. Legal staff activities 

. Executive direction _ . 

. Administration and service activities 


$1, 814, 871 
344, 391 
712, 001 
213, 679 


232, 381 
476, 852 


1954 estimate 


$1, 812, 600 
339, 000 


1955 estimate 


3, 794, 175 


3, 787, 000 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate | 


1955 estimate 


Total number of anent positions... ........__- 
Full-time equivalent of all other positions.......___ __- 
Average number of all employees. 


Average salaries and grades: 
General schedule grades: 


Personal services: 
Permanent 
Other positions 
Regular pay in excess of 52-week base. __. 
Payment above basic rates... 


Total personal services... 

Travel. 
Transportation of things. 
Communication services 
Rents and utility services............- 
Printing and reproduction 
Other contractual services 

Services performed by other 
Supplies and materials 
Equipment. 
Refunds, awards, and indemnities - 


Total obligations 


$5, 719 
GS-8.5 


$3, 276, 913 


$3, 274, O15 


"12, 315 
19, 470 


3, 794, 175 | 


3, 787, 000 | 


3, 778, 000 


$3, 800, 000 | 
3, 800, 000 3, 777, 000 
i000 
9,000 
| 3, 787,000 | 3, 778, 000 
| 
1 $1, 839, 100 
3 | 682, 400. 663, 500 
ne 227, 500 227, 300 
243, 000: 242) 400 
6 482, 500 477, 800 
— 3, 778, 000 
574 552 | 546 
GS-8.7 GS-8.7 
== 
ol 
18, 119 19, 470 
_..| 3,338, 592 3, 306, 000 3, 305, 800 
oer 168, 543 176, 000 181, 800 
i 3, 624 8, 000 8, 000 
47, 414 62,000 62, 000 
tz 33, 016 33, 300 33, 300 
a 52, 083 54, 000 54, 000 
eat 19, 264 19, 300 | 16, 300 
A 59, 487 55, 700 | 54, 100 
ss 43, 107 44, 100 | 40, 100 
sei 24, 898 24, 100 | 18, 100 
385 500 500 
a8 3, 762 4,000 | 4, 000 
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Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year $317, 213 
Obligations incurred during 3, 758, 175 
4, 075, 388 

Deduct 
Adiestment in obligations of soma years 18, 623 
Returned ether 2, 354 
Reim burse! 4, 874 
276, 777 


3, 772, 760 


Expenditures are distributed as mee 
Out of current authorization. 3, 478, 726 » 3, 513, 000 
Out of prior saibatuiebess 294, 034 275, 000 265, 000 


Mr. Cuevencer. For the record, the salaries and expenses appro- 
priation request is for $3,777,000, appearing on pages 504 and 505 of 
the 1 suagmetcrgen which will be inserted at. this point in the record. 

he pages referred to are as follows:) 


Summary of requirements 


Aperepriets 


1954 
from “General administration, Post Office Department,’’ pursuant to Reorganiza- 
tion Plan No. 10 of 1953 


Base for 1955 
Net difference, 1955 over 1954: 


By activity 


Economic regulation 
regulation 
Accident investigation and 
Legal staff activities 
Executive 
Administration 


| | 
$276, 777 $265, 777 
3,778, 000 3, 778, 000 
| 4, 054, 777 4, 043, 777 
265, 777 264,777 
Total expenditures... 3,788,000 | 778, 000 
27, 000 
Requirements Difterence, 
adjusted | estimate | ‘Tease (—) 
327, 900 —11, 100 
662, 500 —18, 900 
227, 300 —200 
477, 800 —4, 700 
Grogs 3, 786, 000 | 3, 777, 000 —9,000 —9, 000 


Jequinu 


Jequimnu 
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INTRODUCTION OF STAFF 


Mr. Gurney. Mr. Chairman, I would like to introduce the staff sc 
when you ask questions you will know what their job is. 

On my right is Mr. M. C. Mulligan, Secretary of the Board. 

Mr. Cievencer. He has been before us a number of times. 

Mr. Gurney. He has an additional duty, to oversee the payment, 
and to see that the audits are correct on the subsidies. They were 
transferred to the Board under Plan No. 10. 

On my left is Mr. Joseph H. FitzGerald, head of our Bureau of Air 
Operations. That includes the economic operations of the staft. 

Behind Mr. Mulligan is Mr. John Russell. He is Mr. Mulligan’s 
assistant. He keeps us straight. 

Sitting next to Mtr FitzGerald is Mr. Irving Roth, head of our 
Rates Division. He is in charge of the making of rates for the airlines 
and generally keeps track of all the route miles and money paid and 
what not. 

Our chief counsel is Mr. Nunneley. 

I will read my statement. 


GENERAL STATEMENT 


This is my first appearance before you as Chairman of the Civil 
Aeronautics Board. Although I am new as Chairman, having had 
the honor of that position for less than 2 weeks, it is my responsi- 
bility to present our appropriation request, together with supporting 
justification, in full and complete detail, and I trust that the 
material submitted, in addition to whatever further information you 
may request at this time, will meet your wishes in every respect in a 
satisfactory manner. I might add that I, personally, and the Board 
as a whole, support wholeheartedly the administration’s efforts toward 
strict economy, and the budget we are presenting here is in accord 
with that approach. 


TRANSFER OF AIR CARRIERS’ SUBSIDY TO CAB 


For the first time the Board this year is presenting, in addition to 
the regular “Salaries and expenses” estimate, an estimate entitled 
‘Payments to air carriers,” which represents subsidy to certain of the 
airlines. Reorganization Plan No. 10, which was approved by the 
Congress last spring, has transferred to the Board the function of pay- 
ing to the air carriers those amounts formerly paid by the Post Office 
Department which are in excess of the paladl daiipthiadion for carry- 
ing the mails, Before getting into that, however, I will first sum- 
marize the estimate covering our regular appropriation for “Salaries 
and expenses,’’ which itself includes, also for the first time, provision 
for the expense of disbursement and audit of the subsidy payments, 
formerly a function of the Post Office Department. 


REDUCTIONS PROPOSED 


The estimate for next year is in the amount of $3,777,000, which 
is in effect somewhat less than was available to us for the present fiscal 
year. Our appropriation this year was $3,750,000, to which was 
added $27,000 transferred under Reorganization Plan No. 10 to 
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provide for the handling of subsidy payments for the remaining portion 
of the year. Our estimate for the coming year is in exactly the same 
amount, which will require us to absorb additional expenses to a 
substantial degree. 

In the first place, we anticipate an additional cost during 1955 of 
$33,000 to cover mandatory within-grade promotions. Secondly, 
within this total of $3,777,000 provision must be made for the differ- 
ence between the cost of auditing and disbursing subsidy payments 
during 1955 and the $27,000 transferred from the Post Office Depart- 
ment for that purpose this year. Our estimate for this activity, on a 
full-year basis, is $63,700, which is a very conservative figure, repre- 
senting less than one-tenth of 1 percent of the amount to be disbursed. 
To provide the difference between this sum and the $27,000 referred 
to previously, will require us to absorb $36,700 by means of reductions 
in other areas. 

As I stated previously, the Board is in complete accord with the 
plans to reduce Federal expenditures and achieve a balanced budget. 
We believe, however, that we can contribute most effectively to these 
objectives only if provided with funds adequate to our responsibilities, 
particularly those which relate to the Government’s total liability for 
payments to air carriers 


SCOPE AND IMPORTANCE OF BOARD’S ACTIVITIES 


With the objective of economy particularly in mind, we believe it is 
appropriate to think of the dollar sum of the Board’s activities as 
a not merely $3,777,000, the estimate for ‘Salaries and 


e> penses,’’ but as also including total mail pay to air carriers estimated 
at $138,712,000 in 1955, of which approximately $80 million will be 
subsidy, paid by the Board, and $58 million service mail pay, paid by 
the Post Office. (Just as an aside at this point, U. S. Government. 
sales of airmail stamps reached a total of some $149 million in fiscal 
1952.) That Federal expenditures are substantially affected by 
actions of the Board is strikingly illustrated by the following figures, 
which summarize the effect of final mail rate orders issued by the 
Board during the period July 1, 1951, to September 10, 1953: 
(a) Net refunds to the Government (amount recaptured, net saving)_ $8, 495, 000 


(b) Net future annual reduction (current rates reduced) 11, 718, 000 
(c) pe pay claimed by carriers for past periods in excess of that 


(d) Mail t for single future year in excess of that granted 16, 406, 000 


Mr. Bow. Would you explain your sections (c) and (d) a little 
further, Mr. Chairman? 

Mr. Gurney. We have a complete list here, and we can furnish 
that. For instance, Braniff Airlines have come in, and they have said 
that they want $13 million. 

Mr. Roru. There are two proceedings involving Braniff: the do- 
mestic and the international case, 

Mr, Gurney. There is a $5 million difference, and it is up to us to 
resolve that figure, and in resolving cases of other airlines there has 
been a $78 million difference there between their claims and what they 
bas got. We have a full list of what makes up the claims. 

While, as previously stated, the foregoing figures pertain to mail 
rate cases, all phases of the Board’s economic regulatory activities 
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relate, in varying degree, but in one way or another, to the Govern- 
ment’s total liability for payments to the carriers and the mail rates 
themselves are in the nature of an end result. A route authorization 
can, and frequently does, have a direct effect on a carrier’s need for 
mail pay. Violations of the act or of the Board’s regulations there- 
under can have a direct effect upon the proper mail rate of the carrier 
involved or upon the mail pay need of other carriers. In fact, infor- 
mation developed by the Board’s Office of Enforcement has led to 
actual savings through reduced mail pay of approximately $725,000 
in the past 2 years. 


GROWTH OF AIR TRANSPORTATION 


As you gentlemen are well aware, during the years since the estab- 
lishment of the Civil Aeronautics Board, there has been a phenomenal 
growth in air traovsportation. Not only are more carriers operating 
more aircraft serving many more points, but new types of carriers, 
services, and equipment have come into existence. In almost every 
area of the Board’s activities there is a direct relationship, though not 
necessarily in exact proportion, between the increasing volume and 
scope of air transportation and the volume and scope of the work to 
be performed by the Board. It should also be borne in mind that 
while the Board has the smallest staff of any independent regulatory 
commission, it is the only one whose responsibilities involve operations 
in the principal countries of every continent, except Russia and its 
satellites. 


NUMEROUS NONROUTINE PROBLEMS FACING BOARD 


During the coming year there will be much additional work for the 
Board and its staff in areas somewhat outside the usual routine of 
problems which might be considered normal for the CAB. The con- 
tinued rapid expansion of coach or tourist travel on our domestic and 
international air routes intensifies the problem of integrating coach- 
type traffic, with its lowered fares, into the general economic picture 
of the airlines as a whole in such a manner as to maintain or increase 
overall income, and not create a situation calling for increased 
subsidies. 

New problems have been created as a result of Reorganization Plan 
No. 10, which require the development of new working relationships 
with the Post Office. With that Department now responsible only 
for the so-called service mail payments, consideration must be given 
to the establishment of competitive service mail rates over routes 
served by more than one carrier. We are also concerned with the 
peo involved in the possible carriage of surface mail by air, and 

ave already authorized, at the request of. the Postmaster General, 
an experimental service of this kind between Chicago and New York- 
Washington, with some additional points possibly to be added soon— 
very soon. 

The Post Office indicated they wanted to start a little additional 
service of that kind by February 1, and we hope to work out a proper 
arrangement. 

Another new problem has developed in recent months concerning 
the carriage of military APO mail for the Armed Forces. Rates 
must be agreed to, capacity provided, and decisions made as to which 
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Department shall pay the bill. All of these problems, and numerous 
others, seem to me to be additions to the kind of questions normally 
before the Board during my first 3 years as a Board member. 


SHRINKAGE OF CAB STAFF 


However, notwithstanding the growth of air transportation, the 
increasing number of carriers, the increasing volume of operations and 
technological advances in the equipment used, and the resultant in- 
crease in the number and complexity of the Board’s problems, the 
trend in size of the Board’s staff has been down rather than up. For 
the period covered by the 5 fiscal years 1948 through 1952, the Board’s 
average employment was 611, with a high point of 661 reached during 
1949. In the fiscal year 1953 average employment was 556; in the 
current year it is expected to be 550. For 1955 and even after pro- 
viding for disbursement and audit of subsidy payments on a full year 
basis, which involves 11 positions, the estimates project only 545. In 
spite of this downward trend, however, the Board and its staff have 
been able, through careful management and hard work, to continue 
to do what is in my opinion a good job of discharging its responsi- 
bilities. I am very proud of this record of economy and efficiency. 
I compliment our staff. 


EFFORTS TO ECONOMIZE 


In meeting appropriation reductions in past years, the Board has 
attempted to allocate available funds in a manner which would main- 
tain, on as current a basis as possible, the work in areas concerned 
directly or indirectly with the Government’s total liability for pay- 
ments to air carriers. With a view to further increasing the effective- 
ness of its program in these areas, the Board took the following steps 
during the month of November: 

(a) Delegated to CAA authority to investigate all accidents involv- 
ing aircraft with a certificated maximum takeoff weight not exceed- 
ing 12,500 pounds. This should resolve the question once and for all 
concerning the possibility of duplication of effort between the Board 
and CAA in the field of accident investigation and will make possible 
a reduction of the Board’s requirements in this area. 

(6) Approved a procedure pursuant to which a determination will 
be made in every formal economic proceeding as to the need for par- 
ticipation of the Bureau of Air Operations, through counsel, to rep- 
resent the public interest. It is expected that this will permit more 
effective utilization of available manpower in those cases where the 

ublie interest is most vitally concerned and/or matters involving 
ederal expenditures may be at issue. 

(ec) Redesignated the former Accounting and Statistics Division of 
the Bureau of Air Operations as an Office, reporting directly to the 
Board in the same manner as other offices and bureaus. This, it is 
believed, will result in more effective utilization and coordination of 
the facilities of this service organization, and other organizational 
components as well. 

e are continuing our efforts to seek ways to economize in every 
possible direction. In the current fiscal year 1954, the Board is 
disposing of 5 field aircraft and 1 Washington-based aircraft. From 
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a total of 17 aircraft in 1949, the Board has reduced its fleet to 1, 
Washington-based, DC-3. This plane is assigned to the CAA Wash- 
ington pool and neither in this fiscal year nor in 1955 have any CAB 
funds been allocated for its use. In fact, the Board contemplates use 
of this aircraft only in those situations, if they should arise, when 
more economical transportation would be provided than by other 
means. We would pay on an hourly basis to CAA if we did have to 
use it. As was reported to the committee last vear, the Board, in 
1952, reduced automobiles in the field from 23 to 17. The 1955 esti- 
mates contemplate a further reduction to 13. 


WORKLOAD LARGELY BEYOND CONTROL OF CAB 


An evaluation of the estimate for 1955, should, we feel, take into 
account certain considerations which I should like to emphasize. 
First is the fact that the substantial majority of the Board’s workload 
is generated by circumstances beyond its control. It is required by 
law to process all of those applications involving routes, rates, mergers, 
ete., which may be received; to investigate major accidents as they 
occur, those involving transport carriers where passengers are carried ; 
to pron.ulgate civil air regulations to meet situations as they arise; 
to adjudicate complaints alleging violations of these regulations as 
they are filed; and to handle many other matters which are brought 
before, rather than being initiated by, the Board. 


CAB PROCEDURES PRESCRIBED BY LAW 


Second, the procedures followed by the Board are in large measure 
prescribed by law, and it is mandatory that they be followed. Thus, 
not only must the Board reach sound conclusions, but there must be 
adequate and proper legal support for such conclusions in the record, 
for any party can appeal to the courts a decision of the Board, whether 
it be a denial of a route authorization or fixing of a mail rate at a 

articular level. Indeed, defending the Government’s position in 
itigation where the Board’s decisions are, by the parties affected, 
subjected to judicial review, constitutes a major part of our legal 
workload. 


ADEQUATE CAB RESOURCES SAVE GOVERNMENT MONEY 


The third and paramount consideration, however, is that to the 
extent the Board’s resources do not permit intelligent, thorough and 
prompt action there is every likelihood that serious financial loss to 
the Government may result. The Board is now and intends in 1955 
to give most serious consideration to ways and means of reducing the 
cost to the Government represented by mail payments to carriers in 
total as well as for subsidy. 

You understand that the Board makes the rate, even under Plan No. 
10, and the Post Office continues to disburse service mail pay. We 
continue to make the rates but the Post Office pays for the carriage of 
mail and we pay for the subsidies. 

Assuming the same volume of mail and no change in existing law, 
the question of whether the $138,712,000 total mail pay estimated 
for 1955 is actually more or less than that amount, will depend in 
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1] measure on the Board's ability to effectively accomplish the 
following objectives: 

(a) Processing on a current basis individual rate cases initiated by 
the Board, the Post Office Department or the carrier, to determine 
the total mail rate; 

(b) Reviewing on a current basis established rates to determine 
whether they can be reduced; 

(c) Reviewing on a current basis the route structure of subsidy 
carriers to determine the feasibility of adjustments which would 
decrease their subsidy requirements. 

As I stated at the outset, the estimate of $3,777,000 represents no 
increase over 1954. As a practical matter, it is equivalent to a reduc- 
tion of $69,700 in areas other than disbursement and audit of carrier 
payments since within the total there must be provided $33,000 for 
the additional cost of within-grade promotions and $36,700, the mini- 
mum increase necessary for the disbursement and audit functions. 
Adequate safeguards for the very substantial amount of Federal 
funds involved in these functions has naturally been accorded the 
highest priority. 


PROBABLE EFFECT OF FURTHER CUTS IN BUDGET 


In our original estimates to the Bureau of the Budget this year we 
sought a small increase over 1954, amounting to some $200,000, for 
the purpose of stepping up our activities in certain areas directly 
affecting Government mail pay expenditures, in the belief that so 
employed, such additional funds would make possible more than 


equivalent reductions in total outlay. However, the Bureau of the 
Budget did not agree with us, and I do not desire to reargue the ques- 
tion here. In any case the Board will, of course, as it has in the past, 
continue to accomplish its work in the most effective and economical 
manner possible. However, it is our sincere conviction that the 
estimates here presented for “Salaries and expenses” are at the point 
of diminishing returns, and that any further reductions would seriously 
handicap us in performing our statutory duties, with the very real 
possibility that a net financial loss to the Government would result. 

That covers the salaries and expense item. Of course, the matter 
of subsidy payments is covered in another section of the estimates. 

Mr. Rooney. Do you have another statement with regard to sub- 
sidy payments? 

Mr. Gurney. Yes. We have an analysis of it that I will be glad 
to give you. 

Mr. Bow. On page 9 of the statement which the chairman has just 
read, the last paragraph, there is the figure of $200,000 as the increase 
presented to the Bureau of the Budget, and the statement has the 
figure of $160,000. Which is right? 

Mr. $200,000. 

Mr. Bow. According to your statement it is $160,000. That is 
the way it appears on the statement that I have. I just want to get 
the — straight on it. You use one figure and the statement shows 
another. 

Mr. Rooney. I think that we can clear up the record by asking the 
exact amount asked of the Bureau of the Budget. 
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Mr. Bow. Mr. Coon’s statement has been corrected to show 
$200,000, but my statement shows $160,000. 

Mr. Gurney. $200,000 is the correct figure. 

Mr. Mutuican. The exact amount requested of the Bureau of the 
Budget was $3,952,000. 


WORKLOAD FACTORS 


Mr. CLevenGer. On page 504 appears the workload and the ac- 
tivities—economic regulations, safety regulations, accident investiga- 
tion and analysis, legal staff activities, executive direction and ad- 
ministration and service activities. Let us have a clarification of that 
to lay the foundation for questions. 

Mr. Mutuican. We have a summary of the workload which is in a 
form similar to that which we have submitted to the committee in 
previous years. If you like, we will offer that for the record, and to be 
distributed to the members. 

Mr. Cuievencer. The tabulation showing the workload will be in- 
serted in the record at this point. 

(The tabulation referred to is as follows:) 
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EXPLANATION OF TABULATION 


Mr. CLevenGer. You may explain that tabulation a bit for the 
record, Mr. Mulligan. 

Mr. Mutuican. I will be glad to do that. 

This statement shows a summary of the principal workload factors. 
It is presented to show the number of items or cases on hand at the 
beginning of the fiscal year, the number that we anticipate will be 
disposed of during the year and the carryover into the succeeding 
year 1955. 

For example, you mentioned, Mr. Chairman, mail-rate proceedings. 
The statement shows that on hand at the beginning of the year there 
were 24 in process and 4 on which no action had been started. During 
the year we expect additional receipts totaling 52, dispositions of 50, 
so that on that basis there would be on hand at the end of 1955, 26 
in process and 4 on which no action would have been started. 

In general, sir, that is the manner in which all the other factors are 
presented. 

Mr. CLevencer. Mr. Bow, do you have any questions? 


REDUCTION IN BUREAU OF SAFETY REGULATIONS 


Mr. Bow. On the question of safety regulations, you show a redue- 
tion of $11,110. What are you going to do in safety regulation to 
bring about that reduction? 

Mr. Gurney. I am going to ask Mr. Mulligan to answer that in 
detail. I covered it briefly in my statement. 

We had a duplication in the investigation of accidents on the owner- 


pilot type aircraft, the small ones under 12,500 pounds. 

Mr. Bow. In other words, is that $11,110 reduction going to be 
brought about by a delegation of that authority to the CAA to make 
investigations on light aircraft? 

Mr. Ae otinaks: The $11,110, Mr. Bow, which, as you mentioned, 
is identified with safety rules and standards, is not associated with the 
delegation of authority on accidents. Rather, that relates to our 
Bureau of Safety Regulations, which consists this year of a total of 
32 positions. The $11,110 represents the elimination of one position 
in that area next year, with minor reductions in nonsalary items. 

Now, if you will look further at the accident investigation and 
analysis function, there you will see a reduction shown of $18,900. 
In addition to that, in developing the Board’s fiscal plan for the cur- 
rent year 1954, we reflected a reduction in that same area of $27,656. 
The result is that comparing 1955 with 1953 we have a total reduction 
of $46,500, and that is largely attributable to the delegation to CAA. 

Mr. Bow. Is there anything in the reduction that would in any 
manner whatsoever affect the safety of the air carriers? 


EXPANDED INSPECTION BY CAA OF LIGHT AIRCRAFT 


Mr. Muuuiaan. No, sir; we believe not. The reduction, as I say, 
comes about due to this delegation of authority. There was a ques- 
tion in the Board’s mind which it explored very carefully. It has 
done so periodically, but in the past spring we took a very careful look 
at the question of possible duplication of effort between the Board and 
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the CAA and the Board concluded that while there might not be actual 
duplication there was something very much akin to it in the sense that 
the Board was os these accidents—and I am now speaking 
of the light aircraft, less than 12,500 pounds—and CAA was also 
inrseninnting: Hep accidents. We were each doing it for a different 
purpose. e Board felt that by a slight adjustment in the procedures 
of either agency the purpose of the other could be served. That is 
why we feel that actually there will be no impairment of the safety 
function whatever. Rather, it is a case of CAA slightly broadening 
the scope of their investigation to direet their attention more specifi- 
cally to the question of probable cause than they have in the past. 

Actually, in the past they have been looking more to the question 
of whether there was a violation of the regulations which they are 
charged with enforcing; whether there was unairworthiness on the 
part of the aircraft which they certificate; incompetence on the part 
of the pilot, or the airman, whom they again certificate; or finally, 
whether there was any defect in the facilities which they operate—the 
tower, the navigational aids, and so forth. 

Now, with respect to this group of accidents, they will expand, as 
I say, slightly the scope of their investigation to include a determina- 
tion of the probable cause, which is what we have been doing in the 

ast. 
; Mr. Gurney. Those reports are transferred from the CAA on each 
investigation. Our Bureau goes over them carefully and comes in 
with = ets suggestions for remedial action in any case where our 
regulations must be changed. 
r. Bow. This committee is interested, of course, in air safety. 

We do not want to do anything that would jeopardize the splendid 
record that has been made in air safety. That is the reason that I 
addressed myself to that subject. Does the Board feel it is in any 
way impairing safety? 

Mr. Gurney. That is definitely the Board’s position. We can 
furnish for the record the Board’s order. 

Mr. Mutuiean. We have that. If the committee would like the 
delegation in the record, we can supply it. 

Mr. Bow. I do not think that is necessary, Mr. Chairman. We 
have the statement. That is all that I have on this particular item, 


COMPARISON OF 1955 ESTIMATES WITH APPROPRIATIONS FOR FORMER 
YEARS 


Mr. Rooney. I want to make sure that I understand this budget 
correctly because I am intrigued with your statement: 

The Board supports wholeheartedly the administration’s efforts toward strict 
economy, and the budget being presented here is in accord with that approach. 

The amount requested of the Bureau of the Budget, you say, was 
$3,952,000; is that correct? 

Mr. Mutuiean. Yes. 

Mr. Rooney. And the appropriation for the Board in fiscal year 
1951 was $3,500,000, was it not? 

Mr. Mutuiean. That is correct, sir. 

Mr. Rooney. So that the amount requested by the Board would be 
the highest amount allowed in the history of the Board; is that correct? 
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Mr. Muturean. You mean requested of the Bureau of the Budget? 

Mr. Roonsy. Yes. 

Mr. Mutuiean. No, sir; that is not correct. 

Mr. Roonny. No? The amount requested of the Bureau of the 
ae would be the highest ever appropriated for the Board? 

r. Muuuican. That is correct, sir. 

Mr. Gurney. Could we have for the record, Mr. Rooney, Mr. 
Mulligan’s answer as to how much higher than the previous high? 

Mr. Roonry. He just recited the figures. The amount of 
$3,952,000 was requested of the Bureau of the Budget, and that is the 
highest amount appropriated for the Board in its entire history. 

Mr. Mutuiean. That is correct. 

Mr. Roonry. Now, you propose in the coming fiscal year to allocate 
to safety regulations the amount of $327,900. I am looking at page 
53 of the committee print. 

Mr. Mutuiaan. That is correct. 

Mr. Roonry. That would compare with $344,391 in the fiscal year 
1953 and an estimate of $339,000 for safety regulations in the current 
fiscal year, would it not? 

Mr. Mutuiean. That is correct, sir. 

Mr. Rooney. With regard to accident investigation and analysis, 
you propose to allocate $663,500 as compared with $712,001 for that 
purpose in the fiscal year 1953, which began July 1, 1952; is that 
correct? 

Mr. Mutuiean. It is $662,500, I think. 

Mr. Roonry. Unless my glasses are deceiving me, this is $663,500, 
at page 53 of the committee print. Will you look at page 53 of the 
committee print? 

Neh Mutuiean. I was looking at page 504 of the estimate, Mr. 
ooney. 

Mr. Gurney. May I say that our current appropriation for 1954, 
is $3,750,000. 

Mr. Rooney. What year? 

Mr. Gurney. Fiscal year 1954. 

Mr. Rooney. So that the amount you propose to allocate to acci- 
dent investigation analysis in the coming fiscal year is $662,500. 

Mr. Mutuiean. Counting $1,000 reimbursement. In total, it 
would be the $663,500 as shown in the committee print. 

Mr. Roonry. That would compare with $712,001 for that purpose 
in 1953 fiscal year? 

Mr. Muuuiean. Correct. 

Mr. Rooney. And with $682,400 for that purpose in the current 
fiscal year? 

Mr. Mutuiean. That is correct. 

Mr. Roonry. Under the proposed budget your average grade would 
be GS-8.7, and an average salary of $5,996. Is that correct? 

Mr. Mutuiean. Yes, sir. 

Mr. Roonry. That would be higher than for the past 2 years, the 
grade and salary both. 
cue Moutuiean. That is correct. Average salary was $5,719 for 

Mr. Roonry. I am awaiting to hear you on the matter of the 
subsidies. I note they are going to be covered, Mr. Chairman, in 
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another statement which I shall ask be read so I may digest it as 
you go along. 

Mr. Gurney. All right. 

Mr. Rooney. I am intrigued by the fact that the subsidy item of 
$73 million is attempted to be justified in 10 short pages of these 
justifications. 

That is all I have, Mr. Chairman. 

Mr. CLevencer. Mr. Preston? 

Mr. Preston. No questions. 

Mr. Bow. Mr. Chairman, I have some questions. 

The question Mr. Rooney asked about was the request of the 
Board to the Budget Bureau being higher than any appropriation. 
Have your requests in the past to the Bureau of the Budget been 
hig her than your requests this year? 

r. Muuuiean. Very substantially so. 

Mr. Roonry. That is obvious. 

Mr. Bow. It seems to me we ought to get that. If we are going 
to say the request was higher than any budget let us find out whether 
in the past we have had requests of the Bureau of the Budget which 
were higher. 

Mr. Rooney. The point was that the request is higher than was 
ever appropriated. 

Mr. Bow. It is also interesting to have in the record the fact that 
your request of the Bureau of the Budget in the past has been con- 
siderably higher than your request of this year. Is that a correct 
statement? 

Mr. MotuiGan. That is a correct statement, sir. And moreover, 
as Chairman Gurney mentioned, the Board in seeking an increase 
in fiscal 1955 did so solely on the ground that that increase would 
result in greater savings to the Government than we could achieve 
without the increase. 

Mr. Rooney. All of these requests of the present administration 
to increase funds for administrative functions, such as we heard here 
yesterday, the day before, and the day before, are based on an alleged 
savings to the taxpayer. 

Mr. Bow. We have done a good job of saving money for the tax- 

avers. 
The overall responsibility of the Board has increased year by year, 
has it not, with the growth of the air industry? 

Mr. Mutuican. That is correct, sir. 


GROWTH OF AIR TRAVEL 


Mr. Bow. For the purpose of the record could you tell us the num- 
ber oe miles now being operated by domestic and international 
aircraft? 


AUTHORIZED ROUTE-MILES 


Mr. Mutuiean. Yes, sir. I don’t have the breakdown, though 
we can develop it, Mr. Bow, between domestic and international. 
However, the current total of authorized route-miles is 411,312. 
That compares, for example, with 107,600 in 1941, 290,329 in 1947, a 

rcentage increase in 1953 over 1941 of 282 percent, and an increase 
in 1953 over 1947 of 42 percent. 
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NUMBER OF AIRCRAFT 


Mr. Bow. Can you give us for the record the number of aircraft 
that are being used to operate these lines, both domestic and inter- 
national? 

Mr. Mutuigan. Yes, sir. Again I would have to dig out the break 
between domestic and international, but that can be done if desired. 
The total aircraft currently is 1,564. Again compared with 460 in 
1941, 895 in 1947. Of course, a very important factor in talking of 
number of aircraft is that 460 in 1941 were almost exclusively twin- 
engined aircraft and currently, of course, the trend is reversed and 
they are approximately 50 percent four-engined aircraft. Where 
they are twin-engined they are heavier, larger, and faster. 

Mr. Bow. In that regard could you give us, taking the combined 
schedules for domestic and international carriers, and tell us the 
number of annual seat-miles of passenger transportation? 


REVENUE PASSENGER-MILES 


Mr. Mutuiean. I could supply it for the record. I do have the 
figures on revenue passenger-miles. 

Mr. Bow. Give us that, please. 

Mr. Mutuiean. Yes, sir. In 1953 it was 18,697,208,000. For 
comparison I will give you, if I may, 1941. It was 1,313,061,000. It 
is a percentage increase of 1,300 from 1953 over 1941. 

Mr. Rooney. Please give us the 1947 figure as long as you are 
making these comparisons. 

Mr. Mutuiean. Very well, Mr. Rooney. In 1947 the figure was 
7,673,518,000. 


APPROPRIATIONS AND AVERAGE SALARY 


Mr. Rooney. As long as you mention those years and those com- 
nee what was the amount of the appropriation for the Board in 

Mr. Mutuiean. In 1947 the appropriation was $2,490,000. 

Mr. Roonry. According to my figures $2,490,600. However, that 
is close enough. What was the appropriation for the Board in 1941? 

Mr. Mutuiean. $1,345,297. F 

Mr. Cievencer. It might be interesting to have the pay rate to 
make these figures a little more understandable. 

Mr. Mutuican. Average salary, sir? 

Mr. CLevencer. Yes, if you will. That would make it more under- 
standable. 

Mr. Mutuigan. Quite right, Mr. Chairman. We will supply that 
for the record. 

(The information requested is as follows:) 


Percentage increase 


1947 over | 1953 over 
1941 1947 


Average salary $2, 963 $4, 211 $5,719 42 36 
Average employment 328 481 566 47 18 
Appropriation $1, 345, 397 $2, 490, 000 $3, 800, 000 85 53 


Mr. Cievencer. Any more general questions? 


cut 
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PayMENTs To AiR CARRIERS 
Amounts available for obligation 


1954 estimate 


Contributions to postal pursuant 
revenues 
to Reorganization Plan No. 10 of 1953 


Adjusted appropriation or estimate (obligations in- 
curred 


Obligations by objects 


11 oa subsidies, and contributions— 
1 


Unliquidated obligations, start of year 
Obligations incurred during the year 


Deduct unliquidated obligations, end of year 
Total expenditures 
Expenditures are distributed — ree 


Out of current authorizat 
Out of prior authorizations 


| We will take up the estimate “Payments to air carriers,” for $73 
million, and insert page 578 of the justifications for the record. 
(The information requested is as follows:) 


Summary of requirements 


Transferred from ‘‘Transportation of mails, Post Office Department” pursuant to Reorganiza- 
' thon Plan No. 10 of 1953 
Comparative transfer from ‘Transportation of mails, Post Office Department”’ 


a 
1953 actual | NN | 1955 estimate 3 
Comparative transfer from ‘‘Contributions to postal reve- 
Total obligations. 75,708,000 | 80, 655,000 | 73, 000, 000 
Obligations by activities 
Payments to air carriers: | 
1 
Analysis of expenditures 3 
1953 actual | 1954 estimate | 1955 estimate : 
60,491,250} 80, 000, 000 
{ 
20, 163, 750 ‘ 
1 
Net difference, 1985 over 1954: 
Requirements 
adjusted | estimate | (—) 
Payments to air carriers.._..........-..-.-.......-- 655,000 |$73, 000,000 | —$7, 655,000 —7, 655, 000 r 
Total estimate of appropriation, 1955.............--------------------------------------- 73, 000, 000 ; 
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ESTIMATED MAIL PAYMENTS BY CARRIER GROUP, FISCAL YEAR 1955 


Mr. CLEveNGiR. We will also insert the table on page 581, which 
sets forth estimated payments for the fiscal year 1955. 
(The information requested is as follows:) 


[In thousands of dollars} 


Payment by 
the Postmaster Payment by 
General (service the ose 
mail pay) y pay 


Helicopters 
Alaskan carriers 


1, 
International and overseas carriers... 41, 311 


Industry total 80, 252 


Nore.—While it is estimated that $80,252,000 will accrue to the subsidy carriers during the fiscal year 
1955, the proposed appropriation language places this account on an actual expenditure basis in 1955 thereby 
necessitating the eqesepeiation of an amount sufficient only to actually pay carriers the amounts of their 
claims submitted during the fiscal year. It is estimated that an appropriation of $73,000,000 will be 
necessary. 


Mr. Cievencer. We are now ready for the general statement for 
this and which Mr. Rooney has asked to have read. 

Mr. Gurney. I will be glad to read it, sir. 

Mr. CLevenGcErR. You may proceed. 


GENERAL STATEMENT 
BACKGROUND 


Mr. Gurney. The Civil Aeronautics Act of 1938, as amended, 
requinee the Civil Aeronautics Board to establish the fair and reason- 
able rates of compensation for the carriage of United States mail by 
United States air carriers certificated to engage in that form of 
transportation. 

The mail payments received by subsidy carriers are composed of 
two elements: payment for transportation of the mail, which is 
known as service mail pay; and the difference between this amount 
and the total operating requirement of the carrier, which is subsidy. 

Identification of the service and subsidy elements in mail payments 
was first made by the Board for the domestic air carriers in its Septem- 
ber 1951 report separating these elements for administrative purposes. 
Sunilar identification was made for the United States international, 
overseas, and territorial air carriers in June 1952. Revisions of such 
reports covering all of the United States certificated air carriers have 
been released annually since 1951. The most recent annual revision, 
published in September 1953, included the estimated service mail pay 
and subsidy for each carrier for the fiscal year 1955 as well as similar 
data for the four preceding fiscal years. 

Formal separation of the service and subsidy elements of air-mail 
pay was effected by Reorganization Plan No. 10 of 1953, which be- 
came law August 1, 1953. Under that plan, effective October 1, 1953, 
the Postmaster General is responsible for payment only of service. 
mail pay at rates established by the Board and the Board is responsible 


i = 

J Total mail 

Carrier group payment 

$39, 936 $36, 370 $3, 566 
25, 266 1, 425 23, 841 
10, 215 2, 280 7, 935 
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for payment, out of ar to be made for that purpose, of 
the subsidy element. Pursuant to this plan, the Board established on 
September 16, 1953, the service rates for payment by the Postmaster 
General, and has carried out the function of payment of the subsidy 
effective October 1, 1953. 

The estimate of the appropriation required for payment of subsidy 
mail pay for the fiscal year 1955 is based directly upon the data and 
assumptions shown in the administrative subsidy separation report 
of September 1953. That report reflects the total amount of subsidy 
estimated as a result of air carrier operations during 1955 to be 
$80,252,000, which is summarized for each group of carriers as follows: 
Local service-carriers 
Hawaiian carriers 
International and overseas carriers___....._.-------------------- 41, 311, 000 


80, 252, 000 
However, the proposed appropriation language contemplates an 
appropriation of the continuing or “no-year’’ type and on an “expen- 
diture” rather than an “‘obligation’’ basis. Under present procedures, 
carriers submit their claims monthly and following the close of the 
month to which the claim relates. Thus, of the total amount attrib- 
utable to operations during 1955, only eleven-twelfths, approximately, 
of the total will actually be disbursed and the appropriation estimate 
is accordingly reduced to $73 million. The unexpended amount due 
the carriers for operations during fiscal 1954 will be provided from the 
funds ssneelienaral te the Board from the Post Office Department dur- 
ing the current vear. 
PURPOSE OF SUBSIDY 


The act requires that for each air carrier holding a certificate au- 
thorizing the transportation of mail, mail rates shall be fixed by the 
Board in such amounts as will—under honest, economical, and efti- 
cient management by the air carriers—maintain and insure the de- 
velopment of an air transportation system adequate to meet and 
further the needs of the national defense, the postal service, and the 
domestic and foreign commerce of the United States. 

Since by their certificates of public convenience and necessity air 
carriers are required to render adequate mail service in conformance 
with regulations of the Postmaster General, they are entitled to 
reasonable compensation for the service of carrying the mail. The 
necessity for subsidy arises in those cases where, after being compen- 
sated for the service of carrying the mail an air carrier would remain 
in a loss position because the revenues from commercial operations 
would not be sufficient to meet the costs thereof and provide the carrier 
with a return on its investment sufficient to maintain its credit position 
and cover its capital costs. 

The provision of subsidy has four basic objectives. One is to insure 
a transportation system adequate to meet the demands of the Post Office 
Department for the carriage of mail. 

The second objective of subsidy is to maintain and develop the 
domestic and foreign commerce of the United States through increas- 
ing movement by air of persons and property. 


The third is to assist directly in the national defense by maintenance 
of and familiarization with routes in strategic sections of the world 
and insuring a ready reserve of equipment and trained airline per- 
sonnel which can be utilized at a moment’s notice in time of national 
emergency or war for direct military and supporting civilian activities. 

The fourth basic objective is to assist portions of the airline industry 
through the developmental stage, in which they could not survive 
without subsidy, so that ultimately the industry as a whole will be 
financially self-sustaining and will no longer require assistance in the 
form of subsidy. The extent to which this latter objective is being 
realized may be illustrated by the fact that of the 13 domestic trunk- 
lines in operation currently——and these are the carriers in the most 
advanced stage of development—only 3 are receiving any subsidy. 
The 10 nonsubsidized domestic trunklines transport more than 97 
percent of the total domestic United States airmail. The subsidy for 
the entire domestic trunkline network is estimated at approximately 
$3,500,000 in fiscal 1955 as compared with close to $19 million in fiscal 
1951. 

PROCEDURES AND CRITERIA 


Once a carrier has been certificated for carriage of mail, provision of 
mail pay, including subsidy if needed, is mandatory for the duration 
of the carrier’s operations under its certificate. The policy of the 
Board has been to establish a subsidy rate, where required, in an 
amount sufficient to (1) cover the carrier’s operating loss incurred 
under honest, economical, and efficient management and (2) provide 
it an opportunity to earn a fair return (after taxes) on the investment 


used and useful in the carrier’s air transportation services. Neither 

the act nor the Board guarantees that each carrier will earn a fair 

profit but the carriers are provided reasonable opportunity to do so. 

The total amount of the subsidy in any given case depends upon the 

volume of service and extent to which the revenues of the carrier 

from all commercial sources Gostuding the service mail payment from 
u 


the Postmaster General, based on volume times rate) fail to meet its 
prudently incurred operating costs. In establishing mail rates since 
1938, the Board has developed ratemaking principles of general ap- 
plicability in accordance with the mandate of section 406 (b) of the 
act that only those losses which are incurred under ‘‘ honest, econom- 
ical, and efficient management” shall be underwritten with subsidy. 
Therefore, the basic determinations in mail-rate cases involve (1) 
reasonableness of capacity operated, (2) reasonableness of costs, (3) 
the proper investment base to be recognized for rate purposes; and 
(4) amount of revenue to be recognized for rate purposes. 

While the Board has no power to limit the number of schedules 
operated by a certificated air carrier, it can refuse to provide subsidy 
for schedules instituted by management which, from a_ business 
standpoint, do not appear to carry any hope of being profitable or are 
otherwise not justified. In many instances the Board has decreased 
the subsidy which would otherwise be required by refusing to under- 
write nonproductive operations over various segments of a carrier’s 
routes. 

Although comparative cost standards are necessarily flexible, one 
important technique employed in determining the reasonableness of 
costs is the comparison of the expenses of any given carrier with those 
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of like carriers. Where one carrier’s costs exceed those of comparable 
carviers, the excess will not be recognized by the Board unless there 
may be circumstances which clearly justify doing so. Apart from 
costs not allowed as the result of application of the comparative 
technique, various other expenses are not allowed based upon differing 
considerations. For example, it is the firm rule of the Board that 
expenses in the nature of charitable contributions, costs of entertain- 
ment, or excessive salaries will not be underwritten with subsidy. 

The investment base to be recognized for rate purposes is determined 
after most careful analysis of all pertinent factors. 

In determining the recognizable amount of revenues, all sources 
thereof are scrutinized. In the case of profits earned by carriers for 
services performed in the Korean airlift, as an illustration, the amount 
of such profit is accounted for in determining the subsidy required 
by such carriers and the subsidy is correspondingly decreased. Net 
revenues from other types of transactions, such as charters and sales 
of aircraft and equipment, are similarly deducted in determining a 
carrier’s subsidy requirement. 

The mail rate for each carrier is determined pursuant to the act 
only after opportunity for notice and hearing and is subject to judicial 
review in the normal course. Most mail rate cases are processed by 
informal conferences with representatives of the carrier, the Post Office 
Department and the Board, although at any given time some cases 
are being tried formally before the Board and its hearing examiners. 
The conference procedure, which is detailed in the Board’s published 
rules of practice, has proven to be an economical and efficient method 
of narrowing areas of conflict and expediting the necessary Board 
determinations. Whether the informal conference procedure or the 
formal hearing procedure is utilized, no mail rate is finalized without 
opportunity for objection by interested parties, including the Post- 
master General, and the observance of all statutory procedural and 
substantive requirements. 

There are, of course, different types of rate formulas but in the 
case of a majority of the subsidy carriers the Board has applied a 
sliding scale mail rate formula which has the effect of automaticallv 
decreasing the subsidy contribution by the Government as nonmail 
revenues increase through increased passenger traffic. 

The procedures of the Board provide for a continuous review, on as 
extensive a basis as its resources will permit, of the entire mail rate 
program. With respect to the subsidy carriers: 

(a) Their operations are reviewed to determine whether particular 
services have become so costly as to require elimination completel 
or whether the carrier’s route structure should be modified in suc 
manner as to decrease its dependence upon the Government for sub- 
sidy. The certificates of three local service carriers were permitted 
to expire in the past few years, since the Board found that the possi- 
bility of improvement in their operations was so slight that con- 
tinuance of subsidy in the case of those carriers was not warranted. 

(6) Mergers are encouraged and careful control exercised over com- 
mercial rates for the transportation of — and property. The 
recent Braniff-Mid-Continent and C. & S.-Delta mergers have had 


the immediate effect of eliminating a previous annual domestic sub- 
sidy requirement of $2,336,000. T'wo of the three domestic trunk- 
line carriers were specifically placed on notice in recent mail rate 
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decisions that the Board expects their managements to initiate and 
conclude plans for consolidation in the near future so as to reduce 
their dependence on the Government for subsidy. 

It is also the Board’s policy to maintain a continuing review of the 
financial results of each carrier operating under a final mail rate, so 
as to permit reduction of the rate itself where a decreasing subsidy 
requirement is indicated. For example, in the fiscal year 1952 the 
Board reopened the rates of seven domestic trunkline carriers and 
subsequently established lower mail rates for each carrier effective 
as of the dates of reopening. This action by the Board is estimated 
to have cut the subsidy bill by approximately $2 million annually. 


SUMMARY OF ESTIMATES BY CLASS OF CARRIER 
DOMESTIC TRUNKLINES 


As previously stated, there are 13 domestic trunkline carriers, of 
which only 3 currently require subsidy. The estimated subsidy 
requirement for these carriers for fiscal 1955 is $3,566,000, compared 
with subsidy required by domestic trunkline carriers for the 4 preced- 
ing fiscal years as follows: 


As these figures indicate, the subsidy requirements for the domestic 
trunklines has decreased sharply since fiscal 1951. The domestic 
trunklines are, of course, those which have reached a stage of economic 
development far more advanced than that of any other group of air 
earriers. 

Particularly significant has been the development of air coach travel, 
under a program fostered by the Board. This consists generally of 
provision of service by the airlines in high density aircraft at lower 
than standard fares, both domestically and in specific international 
operations, and has tended to create a more favorable balance of 
revenues in relation to costs which should, over a period of years, 
continue to decrease the subsidy requirement of the domestic trunk- 

es. 


The development of the domestic trunklines to the point where 10 
of the 13 carriers do not require any subsidy at all is, of course, due in 
large part to the high level of economic ph in the United States. 


The estimate for the fiscal year 1955 assumes the continuation of this 
high level of economic activity. 


LOCAL SERVICE CARRIERS 


There are currently in operation 14 local service carriers. The 
estimated 1955 subsidy requirement for this up is $23,841,000. 
The following tabulation shows the comparable figures for the previous 
4 fiscal years: 


Amount 
$17, 057, 000 
18, 938, 000 
21, 952, 000 
23, 895, 000 


] 
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i Fiscal year: Amount 
Fiscal year: 
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The level of subsidy mail payments for this group of carriers for 
fiscal 1955 is controlled in large part by the relatively high costs of 
labor and materials as well as by the volume of services provided to 
the 357 communities which they serve and of which they provide to 
180 the only regularly scheduled air service. While the commercial 
revenues of these carriers have shown a substantial and steady growth 
(from $3,489,000 in 1948 to $23,496,000 in 1953) because of their 
relatively small size and lower passenger load factors than the trunk- 
lines their costs have generally increased at a greater pace than have 
revenues from commercial sources. In other words, these carriers 
have not been in a position to absorb the inflationary costs experienced 
over the past several years. The amount of subsidy required in future 
years by this group of carriers will depend in large part upon (1) their 
ability to increase their revenues from commercial sources, (2) the 
behaviors of costs, and (3) the development of an aircraft type to 
replace the DC-3, which will be economical in, and more suitable for 
the needs of, local air carrier service. 

These carriers are still in the initial stage of development. Their 
operations, conducted under certificates of limited duration, are under 
continuous scrutiny by the Board, in order that those services which 
appear to bear no promise of eventual success from an economic stand- 
pomt may be permitted to expire. As indicated previously, the 
certificates of three carriers (Florida Airways, Midwest Airlines, and 
Wiggins Airways) were not renewed by the Board. The most recent 
case, Wiggins, resulted in the elimination of a minimum of $283,000 
of subsidy mail pay annually. 

In addition to the 14 carriers referred to, there are also 3 additional 
carriers operating locally with helicopter (rotary wing) aircraft only 
and which provide services in 3 major metropolitan areas—Los 
Angeles, Chicago, and New York. These carriers have been in opera- 
tion since October 1, 1947, October 20, 1949, and October 15, 1952, 
respectively. 

he helicopter carriers were certificated, also on a limited and 
experimental basis for three basic purposes: (1) To expedite metro- 
politan mail deliveries for the central post offices, (2) to assist in the 
development of rotary-wing aircraft for national-defense purposes, 
and (3) to determine the feasibility of transportation of passengers 
in addition to mail, between the centers of the cities to suburban an 
outlying areas. 

The services of these carriers have been utilized continuously by 
the Post Office Department. Their contribution to the development 
of the military helicopter aircraft, which have saved the lives of so 
many American soldiers in the Korean conflict, is well established. In 
addition, they have recently developed to the point where one carrier, 
New York Airways, Inc., commenced transportation of passengers 
in July 1953. 

The subsidy requirement of these carriers, estimated at $2,563,000 
in 1955, stems from the fact that (1) only one has revenue from pas- 
senger operations, (2) they are in the earliest stage of development, 
me (3) the aircraft type itself is in a highly transitional stage. De- 
crease in their subsidy need will depend upon increase in revenue 
from the transportation of passengers after this experimental stage 
has passed and the development of a helicopter aircraft type suitable 
for the carriage of a greater number of passengers than can be carried 
in the S-55 aircraft. 


‘ 
‘4 


INTERNATIONAL, OVERSEAS, AND TERRITORIAL CARRIERS 


It is estimated that this group of carriers will require $50,282,000 
of subsidy mail pay for the fiscal year 1955, for operations between the 
United States and foreign countries and to and from the United States 
and its possessions (e. g., Alaska, Hawaii, etc.) and within such pos- 
sessions. The estimated subsidy for this group of carriers for the 
4 previous fiscal years is as follows: 


Subsidy mail pay 
$39, 263, 000 
45, 338, 0O& 
49, 546, 000 
50, 854, 000 

Of the $50,282,000 estimated for fiscal year 1955, $7,935,000 is for 
the Alaskan carriers, including services between the United States. 
and Alaska and represents 40 percent of the increase in total require- 
ment for subsidy of this group of carriers in 1955 compared with 1951. 

In view of the substantial difference between the domestic trunkline 
and international carriers from the standpoint of both the level of 
subsidy as well as the estimated trend in subsidy payments, the major 
factors affecting the level and trend in international subsidy should 
be pointed out. 

Among the primary causes for the higher level of subsidy support 
for the international operations of the American flag carriers are the 
following: 

1. International operations generally are characterized by lower 
frequency of service and lower density of traffic than typical domestic 
operations. 

2. By virtue of the very nature of long overwater flights, interna- 
tional operations involve relatively higher costs than domestic, includ- 
ing the requirement for multiple crews on flights in excess of 8 hours, 
the necessity for additional flight personnel, including radio operators 
and navigators; the lower payload capacity of a given aircraft type in 
transoceanic services. 

3. Overseas-based United States nationals are ordinarily paid wage 
differentials above the scale prevailing in this country, as well as the 
expense of moving them and their personal effects to and from the 
foreign countries. 

4. The additional costs for communications, meteorological and 
other services resulting either from the necessity for provisions by the 
carriers of such facilities to meet prescribed United States standards, 
or the provision of such services by the foreign countries at higher 
charges. 

5. The higher level of costs inherent in operations to a multitude 
of foreign countries with differing legislation and regulatory practices, 
involving the requirement of passports, visas, customs-regulation 
compliance, currency problems, and so forth. 

6. Restrictions on the convertibility of foreign currency into 
United States dollars, resulting in unavoidable losses beyond the 
control of management, as well as unilateral action by certain foreign 
governments which has artificially diluted the established rates and 
fares on transportation sold in a particular country. 

There are other factors which have contributed directly to the in-— 
crease ot international subsidy in the past few years. Increasing and 
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more effective competition has developed by foreign air carriers which 
are in most instances directly or indirectly controiled by the respective 
foreign governments and which receive substantial amounts of subsidy 
from such governments. 

Although there has been a sharp impact of inflation on wage rates 
and prices of materials, supplies, and equipment for both international 
and domestic carriers, the domestic carriers have been able to increase 
commercial revenues in sufficient amounts to offset and, in many 
instances, more than offset the effect of inflation, whereas in the inter- 
national field the growth of nonmail revenues has not kept pace with 


ising costs. 

Effective July 1, 1953, the foreign mail revenues of all United States 
carriers were substantially decreased by a sharp reduction in the 
so-called UPU rates of compensation established for the carriage of 
foreign mail by the Universal Postal Union, despite the protestations 
by our Government. The basic UPU rates applicable to letter mail 
were reduced in the major areas by about 33 percent. It is estimated 
that the annual reduction in foreign mail revenues of the United States 
carriers related to the cut in UPU rates will be over $4 million. In 
view of the fact that these revenues are applied by the Board in ealeu- 
lating the carriers’ subsidy requirements, the reduction therein directly 
affects the trend in subsidy. 

Underlying the subsidy for the United States international carriers 
is the fact that the certificates of public convenience and necessity for 
the international routes of such carriers necessarily involve considera- 
tions deeply affecting our overall national interest—in addition to the 
requirements of the commerce, the postal service, and the national 
defense of the United States. This is highlighted by the fact that the 
act itself requires approval by the President of the international 
certificates and any modifications thereof. 


RESULTS ACHIEVED 


As intended by the act that it should, provision of subsidy has 
played a vital mi in the development of air transportation. hile 
the fact that the United States occupies today and has for many years, 
the position of world leader in the field of civil aviation is not due to 
subsidy alone, it has unquestionably been a most important and 
essential supplement to American pioneering enterprise. 

At the time of the passage of the act in 1938, the certificated air 
carriers were flying 480 million revenue passenger-miles annually. 
In the year ended March 31, 1953, passengers were transported a total 
of 16,509 million miles, an increase of over 3,000 percent. At the 

resent time more than 530 cities in the continental United States are 
oing provided certificated airline service compared with 182 com- 
munities served in 1938. Total commercial airline revenues have 
increased from $34 million in 1938 to $1,074 million in the 12 months 
ended March 31, 1953. 

In 1938 there were a total of 306 aircraft operated by the certifi- 
cated carriers, of which only 9 were 4-engine aircraft useful in long- 
distance operations. By March 1953 this operating fleet had increased 
more than 3 times to a total of 1,292. Of even greater significance 
than the numerical increase is the fact that approximately 50 percent 
of the present fleet consists of modern, high-speed, long-range, 4- 


4 
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engine eens and the entire fleet represents tremendous techno- 
logical advances in efficiency and safety of operations. 

» Additional and equally impressive figures could be cited to show 
the goes and development of every phase of civil aviation since 1938. 
In the aggregate, they reflect that today more carriers are operati 
more aircraft, serving many more points in the United States as —— 
as many more countries of the world and that new types of carriers, 
services and generally improved equipment have come into existence. 

The aircraft fleet of the commercial airlines played a vital part in 
World War II, and subsequently in both the Berl and Korean air- 
lifts. It also constitutes an important factor in current defense plan- 
ning, half of the commercial four-engine aircraft already having been 
assigned as part of the Civilian Reserve Air Fleet available for immedi- 
ate military mobilization in the event of a national emergency. 

The development of the certificated airlines has also provided a 
large reservoir of trained pilots and other airline personnel which was 
utilized to the greatest advantage in World War II and will again be 
drawn upon heavily in any future emergency. The military impor- 
tance of this strong civil airline industry lies not only in the availa- 
bility of flight equipment and trained flight personnel but also in the 
fact that United States carriers operate beyond the limits of the 
continental United States and have established routes to, and oper- 
ating bases in, practically every country in the world other than those 
in the Russian sphere of influence. The airplane, more than any 
other single transportation medium, has played and continues to 
discharge a major role in providing a ready means in carrying on rela- 
tions between the United States and other free countries of the world 
which facilitate mutual understanding and further joint endeavor to 
counteract the encroachment of communism. 

All this has not been without cost to the Government; there is no 
denying the fact. Indeed, it was contemplated by the act that this 
would be so. It is not feasible to identify the cost precisely nor is it 
practicable to assign a dollar value to the greatest air transportation 
system in the world and its contribution to the national economy and 
the national defense. But viewed from any aspect, it must be con- 
ceded that enormous strides have been made since 1938 toward the 
development, to quote the language of the act, ‘of an air transporta- 
tion system properly adapted to the present and future needs of the 
foreign and domestic commerce of the United States, the postal service, 
and of the national defense.’’? This has been made possible in gona 
cant measure through the Board’s administration of the subsidy 
provisions of the act. 

Mr. CLevencer. I might suggest appendix pages 5 and 10 might 
be included in the record following this statement because they have 
the answer to a lot of questions. 


AUTHORITY FOR PAYMENT OF SUBSIDIES 


Would you for the record, Mr. Mulligan, cite the law which requires 
payment of subsidies? 


r. Muuuican, Yes, sir. It is section 406 of the Civil Aeronautics 
Act of 1938. 
Mr. CLevencer. Would you read it into the record? 
Mr. Mutuiean. Yes, sir, I will. [Reading:] 


i 
3 
) 3 


590 


Rates FOR TRANSPORTATION OF MaIL 
AUTHORITY TO FIX RATES 


Suc. 406 [52 Stat. 998, 49 U. S. C. 486] (a) The Authority is empowered and 
directed, upon its own initiative or upon petition of the Postmaster General or 
an air carrier, (1) to fix and determine from time to time, after notice and hear- 
ing, the fair and reasonable rates of compensation for the transportation of mail 
by aircraft, the facilities used and useful therefor, and the services connected 
therewith (including the transportation of mail by an air carrier by other means 
than aircraft whenever. such transportation is incidental to the transportation 
of mail by aircraft or is made necessary by conditions of emergency arising from 
aircraft operation), by each holder of a certificate authorizing the transportation 
of mail by aircraft, and to make such rates effective from such date as it shall 
determine to be proper; (2) to prescribe the method or methods, by aireraft-mile, 
pound-mile, weight, space, or any combination thereof, or otherwise, for ascer- 
taining such rates of compensation for each air carrier or class of air carriers; 
and (3) to publish the same; and the rates so fixed and determined shall be paid 
by the Postmaster General from appropriations for the transportation of mail 
by aircraft. 

RATE-MAKING ELEMENTS 


(b) In fixing and determining fair and reasonable rates of compensation under 
this section, the Authority, considering the conditions peculiar to transportation 
by aircraft and to the particular air carrier or class of air carriers, may fix differ- 
ent rates for different air carriers or classes of air carriers, and different classes of 
service. In determining the rate in each case, the Authority shall take into 
consideration, among other factors, the condition that such air carriers may 
hold and operate under certificates authorizing the carriage of mail only by 
providing necessary and adequate facilities and service for the transportation 7 of 
mail; such standards respecting the character and quality of service to be ren- 
dered by air carriers as may be prescribed by or pursuant to law; and the need 
of each such air carrier for compensation for the transportation of mail sufficient 
to insure the performance of such service, and, together with all other revenue 
of the air carrier, to enable such air carrier under honest, economical, and efficient 
management, to maintain and continue the development of air transportation to 
the extent and of the character and quality required for the commerce of the 
United States, the Postal Service, and the national defense. 


SEPARATION OF SERVICE MAIL PAY AND SUBSIDY 


Mr. Roonny. You inserted appendix pages 5 and 10. I wonder 
if we could not have them all inserted? 

Mr. CLevencrr. What pages? 

Mr. Roonny. There are 5 pages with regard to domestic carriers 
and 5 with regard to international and overseas and _ territorial 
carriers. It might be well to have a full comparison. 

Mr. Muuuican. That would be appendix 1 through 10 of the 
Board’s September 1953 separation report. 

(The information requested is as follows :) 


7 So in original. 
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Separation of service mail pay and subsidy— Domestic air carriers 
FISCAL YEAR 1951 


| 
Service | Subsidy | Total mail 
mail pay | pay 


Group 
Carrier group and name of carrier service 
rate 


Mail ton- 


miles | mailpay | 


12, 490 | $1,015 | $6, 636 

| , 43: 475 2, 910 

916 | 5, 739 

7, 845 


Eastern 
Trans-W orld 
Uni 


|. 
| 


|. 43, 265 | 19, 470 


Group IT 
B 


800 
444 | 1, 269 | 
1, 246 | 4,173 
598 340 | 
Total, group II 72! 5, 154 | 9, 891 | 15, 045 
Continental 
Inland 
Mid-Continent __- 
Northeast 


Total, group III 


Group IV 
Piedmont. 
Pioneer 
Robinson 
Southwest 


Total, group IV 


Bonanza 
Empire ___. 
Frontier 


Group VI 
Lake Central 


Total, group VI 
Group VII 


Total, group VIT ae 34 | 247 | 1, 592 | 


Helicopter group: 
Helicopter Air Service 
Los Angeles Airways. 


Total, including 54, § 27, 490 


41956—54——_38 


| vhousands | Thousands 
1, 476 782 956 | 1, 738 
Chicago & Southern aS | 646 342 | 1,036 1, 378 
MUS. ..--...-.-............|---------.| 1, 076 | 808 | 5, 330 | 6, 138 
103 94 1,064 | 1. 158 
52 47 782 | 829 
240 | 219 | 881 | 4, 100 
ivitvnnedegiiwesscuseegummedathedadssinas 49 73 | 1, 784 1, 857 
49 73 | 1, 220 | 1, 293 
ee | ~~ - - | 294 | 435 | 8, 830 9, 265 
il | 28 | 603 631 
13 | 34 | 764 | 798 
73 | 188 | 1, 387 | 1, 575 
97 | 250 | 2, 754 | 3, 004 
Central = 19 138 | 859 | 997 
13 94 | 396 490 
; 2 15 | 337 | 352 
1,839 
35,938 | 62, 521 
| ed 
47 | 458 
70 | 907 |..... 07 
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Separation of service mail pay and subsidy— Domestic air carriers—Continued 
FISCAL YEAR 1952 


Grou 
Carrier group and name of carrier service Bi en 


Chicago & Southern 


Total excluding helicopters 
group: 
Angeles Airways 
Total helicopter group 69 


Total including helicopters 68, 706 58, 665 


1 Reflects te mail in accordance with the form 
contained in ital’s mail rate ord: 


Thousands | Thousands | Thousands | Thousands 
1, 999 1,059 1 —308 751 
740 392 767 1, 159 
1, 881 997 39 1, 036 
ati 2, 566 1, 360 1,440 2, 800 
1, 382 732 42 774 i 
124 93 669 762 
465 349 1, 569 1, 918 
| 160 120 1, 130 1, 250 
1, 388 1, 042 5, 166 6, 208 
178 161 2, 400 2, 561 4 
coh 15 22 721 743 4 
58 86 1, 579 1, 665 
499 739 13, 587 14, 326 4 
27 70 1, 480 1, 550 
32,882| 25,221| 58, 103 
360 
862 
\ 
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Separation of service mail pay and subsidy— Domestic air carriers—Continued 
FISCAL YEAR 1953 


Group Service Total mail 
pay 


Carrier group and name of carrier service mail pay 


Thousan 


Group III 
Colonial 


| 88 


Bonanza 
North 
Ozark 


~ 


Total, excluding 
Helicopter 
Helicopter Air Service 
Los Angeles 
New York 
Total helicopter group 


Total, including helicopters 


| | 
Thousands Thousands | Thousands 
1, 921 1, 071 $698 1,789 
Chicago & Southern (10 months). _...---|..-----__- 714 378 334 712 
Delta (includes C. & S,, 2 months) 2,117 1, 122 
478 359 757 1,116 
95 71 1, 564 1 635 
Sp 126 95 1, 042 1, 137 
4 978 734 5, 784 6, 518 
69 102 1 1, 660 
35 52 1 1, 615 
a I 418 619 ll 12, 607 
54 139 2,411 2, 550 
Sth Sa 69, 864 33, 491 26, 162 | 59, 653 
60,968 | 85,367] 26,102 
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Separation of service mail pay and subsidy— Domestic air carriers— Continued 
FISCAL YEAR 1954 


Group 
Carrier group and name of carrier serviaa Mail ton- Service Subsidy | Total mail 


rate miles mail pay | mail pay pay 


Thousands | Thousands | Thousands| Thousands 


National 


Total group IIT 


Za 


Bonan 
Central 


Total group V 


Group VI 
Central 
Lake Central 


Helicopter Air Service 
Los Angeles 
New York 


Total helicopters 
Total group VI 


Group VII 
Wiggins 


Total excluding helicopters 
Total including helicopters 


290 mail ton-miles, 1 month operation only, services terminated Aug. 1, 1953. 


2,075 1, 100 $500 1, 600 
14, 090 7, 469 500 7, 969 
495 371 695 1,066 
gnc 155 116 1, 619 1,735 
how 150 113 1,024 1, 137 
1,061 796 5, 657 6, 453 
266 242 | 4, 973 5, 215 
41 904 945 34 
186 2,514 2,700 
89 2,011 2,100 
118 2, 582 2, 700 
te 752 13, 172 13, 924 
45 116 1, 676 1, 792 
52 134 766 900 
48 124 1, 126 1, 250 
132 341 | 2,325 2, 666 
206 | 532 | 5,476 6, 000 
| 1| 23 4 
|__ 27,476 63, 489 
75,158 | 86,354 29, 801 66, 156 
\ 
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Separation of service mail pay and subsidy— Domestic air carriers—Continued 
FISCAL YEAR 1955 


Group 
Carrier group and name of carrier service | Total mail 


rate 


27, 964 | 


Northwest...........- 
Western 


Total group II 


Colonial 
Continental 


Total group IIT. 


Total group IV _. 


Ve 
Allegheny 
Bonanza ...... 
North Central 
Southern 
Trans-Texas....-.-. 
West Coast 


Total group V 


Group VI 
tra 


Helicopter Air Service 
New York 


Total helicopters Sawancc 353 | 2, 563 | 


Total group VI ' 213 | 5, 722 6,271 


Total excluding helicopters pecdevoccat 78, 805 | 37, 795. | 27, 407 | 


Total including helicopters - 78, 942 38, 148 | 29, 970 | 


5 
| Thousands | Thousands | Thousands | Thousands 
23, 500 10, 575 | 10, 575 
ee 
Braniff 2,170 1, 150 | $500 1, 650 
1, 600 848 848 
= 
880 
| 1, 066 
1, 735 
1, 635 
1, 137 
122 lil 2, 904 3, O15 
51 46 | 054 1,000 
| 102 93 | 1, 107 | 1, 200 
275 | 250 | 4,965 | 5, 215 
82 121 | 1, 789 | 1,910 
29 43 | 902 945 
83 123 2, 577 2, 700 
525 | 777 | 13,147 13, 924 
30 77 1, 473 1, 550 
76 106 | 3, 159 | 3,.355 
50 129 | 1, 371 1, 00 
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United States international, overseas, and Territorial air carriers 
FISCAL YEAR 1951 


Group 
service Subsidy 


A. Transatlantic operations 
Trans-World 


Total, group A 


B. American operations: 
Group B-1; 


Group B-3: Caribbean Atlantic... _- 


C. Transpacific operations 
Northwest. 
PAA-Pacific 


aw 
Trans-Pacific. -.......-- 
E. States-Alaska operations: PAA-Alaska__. 
F. Intra-Alaska operations: 
Group 
Alaska Airlines 


Northern Consolidated 
Northern 


Total, group F 


G International stub-end operation of do- 
mestic carriers: 
Group G-1.. 
American (to Mexico) -- — 
astern (to Puerto Rico).-- pl 
United (to Hawaii). 


Total, grou 
Group G-2: National (to Cuba) 
Group G-3: Colonial (to Bermuda) -_- 


— 
nite 
Carrier grouping = States 
miles mat! pay 
ones Thousands | Thousands | Thousands | Thousands A 
3, 835 3, 260 4, 240 7, 500 
9, 001 7, 651 14, 849 22, 500 
B 
Chicago & Southern ---.........._|...--...-. 35 31 1, 572 1, 608 
409 360 1, 206 1, 566 
1.38 10 “4 8 262 
| 3, 560 2, 271 9, 958 12, 229 
WER 1, 945 1, 303 2, 997 4,300 
5, 629 3,71 7,779 11,550 
7, 574 5,074 10, 776 15, 850 
48 39 30 69 
2 2 18 
50 4 48 89 
OOo 
27 306 744 1, 050 
144 186 518 704 
137 177 535 712 
Total, group F-1........-....._|.-...-._.- 677 874 2,161 | 3, 035 
Aleska 39 98 88 186 
6 15 39 
ul 28 162 190 
Total, group F-2...............|.......... 140 352 323 | 675 
1,226 2, 484 3,710 
145 65 2» 85 
ALS 28 103 10 113 
Acai 762 343 67 410 
1, 135 5il 97 608 
14 | | ? 
75 | 14 | il 259 | 270 
529. 356 | 885 
Total, all 22, 621 | 17,006 30,283 | 66, 200 
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United States international, overseas, and Territorial air carriers—Continued 
FISCAL YEAR 1952 


Group Total 


Service United 
service | mail ton- | mail pay | Subsidy States 


miles mail pay 


Thousands 


"5, 775 , 
4, 4,324 


Total, Group A 10, 100 re 13, 


B. Latin American operations: 
Group B-1; PAA-LAD 


Total, group B-2 
Group B-3: Caribbean-Atlantic 
Total, group B 


C, Transpacific operations 
Northwest 


Total, group C 


D. Hawaiian operations 
Hawaiian 


Total, group D 


E. States-Alaska operations 
Alaska Airlines 


Total, group E 


F. Intra-Alaska operations: 
Group F-1 
Alaska Airlines 
Northern Consolidated - .._...... 
Northern 


Total, group F-2 


Total, group F 


G. International stub-end operations of 
domestic carriers: 


Total, group G-1 
Group G-2; National (to Cuba) 
Group G-3: Colonial (to Bermuda) - - 
Total, group G 


1 Less than 500 mail ton-miles; service mail pay, $1,172. 


| | Thousands : 
A, Transatlantic operations. ................ $0. 85 
| 22, 000 
& cn 53 47 1, 806 1, 853 
ae SORT 879 | 774 | 5, 708 | 6, 479 
ae 1. 38 | 12 | 17 152 169 
4,113 | 2,692 | 13, 956 | 16, 648 
SPthoaseewwinaslocncpecses 1,711 1, 146 3,417 4, 563 
4,070 2, 727 8, 224 10, 951 
5, 781 3, 873 | 11, 641 15, 514 
Subpucconescdidtiaccelsisepeanes 29 23 503 526 
20 16 212 228 
- 49 39 | 715 | 754 
Renncnowibapibanalesedacian 78 37 695 732 
151 71 467 538 
534 251 808 1,149 
763 350 | 2, 060 2, 419 
rn 261 337 777 1,114 
174 224 #80 1,104 
180 232 414 646 
ecmineeceth 204 263 683 946 
819 1,056 | 2,754 3,810 
20 50 204 254 
OO ee 175 440 742 1, 182 
994 1, 496 3, 496 4, 992 
American (to Mexico) 173 78 
Eastern (to Puerto 486 219 
United (fo Hawaii). 910 410 
1, 569 707 
1 18 14 55 69 
a 1, 605 731 55 786 
23, 405 17,775 45, 338 63, 113 
a 
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United States international, overseas, and Territorial air carriers—Continued 
FISCAL YEAR 1953 


United Total 

States Service United 
mail ton- | mail pay States 

miles mail pay 


Group 
service 


Thousands | Thousands 
A. Transatlantic operations - - 


PAA-Atlantie 
Trans-World 


Total, group A 


B. Latin American operations: 
Group B-1: PAA-LAD 


Total, group B-2 
Group B-3: Caribbean-Atlantic 
Total, group B 


C. Transpacific operations 
PAA-Pacific 


Total, group C 


D. Hawaiian operations 


Total, group D 


E. States-Alaska 
Pacifie Northern 
PAA-Alaska 


Total, group E 


F. Intra-Alaska operations: 
Group F-1 
Alaska Airlines__ 
Northern Consolidated .- 
Northern 


Q. International stub-end operation of do- 
mestic carriers: 
Group G-1 
American (to Mexico) 
Eastern (to Puerto Rico)... 
United (to Hawaii) 


Total, group G-1 
Group G-2: National (to Cuba) 
Group G-3: Colonial (to Bermuda) -. 


1, 554 
24, 451 18, 605 


2 Only 6 days’ operation during fiscal year (July 1-6, 1953); $75.25 service mail pay. 


| 
Carrier grouping | 
rate 
5, 590 | $8,493 | $13, 500 
4, 434 3, 769 3, 731 7, 500 
| 10, 324 8, 776 12, 224 21, 000 
ee TET .59 3, 204 1,890 11, 110 13, 000 
Delta (C. & 8. prior to May 1)---|.-.------- i4 56 784 840 
369 325 2,177 2, 502 
990 871 4,971 | 5, $42 
4,207. 2,779 | 16, 226 19, 005 
1, 416 949 3, 993 4,942 
ce 4, 647 3,113 8, 280 11, 393 
6,063 | 4,082 12, 273 16, 335 
36 29 620 649 
 anoeas 18 15 325 340 
54 44 945 989 
eee 229 108 1, 142 1, 250 
399 188 855 1, 043 
465 219 1, 350 1, 569 
1,093 515 3, 347 3, 862 
314 405 919 1,324 
200 258 1,118 1, 376 
221 285 428 713 
231 298 952 1, 250 
966 1, 246 3,417 4, 663 
Byers 6 15 55 70 
107 268 39 307 
190 476 1, 068 1, 544 
Total, group F_.......-.-------|---------- 1, 156 | 1, 722 4, 485 6, 207 
525 236 
1, 501 675 
SSS 
. 58 34 18 
75 | 19 14 46 60 
Total, all | 49,546 | 68, 151 
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United States international, overseas, and Territorial air carriers—Continued 
FISCAL YEAR 1954 


| 
United | Total 
| Group 
States Service United 
ae mail ton- | mail pay | Subsidy States 
‘ miles mail pay 
| 


| Tl Thousands Thousands | Thousands 
PAA-Atlantic.___. 253 $5, 315 | $8, 185 
4, 721 4,013 4, 487 


10, 974 | 9,3 | 12,072 | 


B. Latin American operations: 
Group B-1: PAA-LAD_. 


Total, group 
Group B-3: Caribbean-Atlantic____ 


Total, group 2,922 | “97, | Ex 165 


484 | 7, 909 | 11, 393 


Total, group C..........- 


awaiian 
Trans-Pacific 


Total, group 


E, States-Alaska operations 
Alaska Airlines 
Pacific Northern. 
PAA-Alaska. 


Total, group E 


F. Intra-Alaska 
Group F- 
Northern Consolidated______ 
Pacific Northern 


Total, group F-1_________. 


Group F-2_. 
‘Alaska Coastal. 


Total, group F-2 


Total, group F 


G. International stub-end operation of do- 
mestic carriers: 
Group G-1 
American (to Mexico) 
Eastern (to Puerto Rico) 
United (to 


Total, group 
Group G-2: National (to Cuba). 


Group G-3: Colonial (to Bermuda) _- 


19, 716 | 


Carrier grouping 
) 
22, 000 
381 835 | 2, 167 | 2, 502 
1,069 940 | 5,862 | 6, 802 
604 | 4,465 | 870 16,385 
2 16 | 454 | 470 
| | 57 | 1,038} 1,084 
| 1, 188 | 1, 206 
450 212 77 | 
ae 500 235 1, 334 | 1, 569 
4,180 | 555 | 3,200} 3, 854 
| - 
| | 1, 324 
200 | 1, 088 | 1, $46 
223 288 425 71: 
Wien 228 | 24) 
| 026 | 1,195 | 3688 | 888 
|S 
| | 
45 113 | 329 | 442 
6 8 20 | 47 67 
Cordova 14 35 | 332 367 
191 | 478| 1,000| 478 
530 | 23 
814 | 366 66 
| . 1, 537 | 602 |. 692 
58 | 35 | 19 | 19 
16 | 44 | 60 
Total, all groups... 25,003 
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United States international, overseas, and Territorial air carriers—Continued 
FISCAL YEAR 1955 


Group 
service 


6,449 | 
4, 869 
11, 318 


B. Latin American operations: 
Group B-}: PAA-LAD 


E, States-Alaska o tions 
Alaska Airlines... 


F, Intra-Alaska operations: 
Group F-1 


G, International stub-end operation of 
domestic carriers: 


United (to Hawaii) 

Total, Group G-1 
Group G-2: National ee Cuba) 
Group G-3: Colonial (to Bermuda) 


Total, group G 


Total, all groups... 


Carrier grouping rate | mailton- | mail pay Subsidy States 
miles mail pay on 
Thousands | Thousands | Thousands | Thousands su 
$5, 482 $8, 018 $13, 500 
4,139 4, 361 8, 500 
Totel, group A..i............4is_i.].-.--..--- 9, 621 12, 379 22, 000 Se 
th 
643 506 2, 934 3, 500 lo 
69 61 739 800 of 
Total, group B-2...............|.-........ 1,106 974 5, 828 6, 802 
Group B-3; Caribbean- Atlantic.....| 1.38 16 22 | 163 
4, 562 3, 026 17, 139 20, 165 
1, 515 1,015 3, 927 4,942 
5, 328 3, 570 7, 823 11, 393 
6, 843 4, 585 11, 750 16, 335 
21 17 453 470 
Dig 59 48 1, 036 1, 084 
490 230 759 989 
525 247 1, 322 1, 569 
1,275 599 3, 255 3, 854 
Northern 200 258 1, 088 1,346 
Pacific Northerm.....<.....iss..-].......... 223 288 425 713 
932 1, 203 3, 680 4, 883 
Total, group F-@.........s.....].......... 191 478 1,000 1,478 
1,123 1, 681 4, 680 6, 361 
American (to Mexico) 200 90 
1, 590 Perse 716 
53 36 19 
75 22 17 |. 43 60 
1, 648 752 43 795 
26, 828 20, 312 50, 282 70, 504 
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METHOD OF COMPUTING SUBSIDY 


Mr. Cievencsr. Could you explain briefly how this rate and the 
amount of subsidy is arrived at? 

me. Gurney. | think Mr. Roth can give you a concise statement 
on that. 

Mr. Roru. The manner in which we arrived at the total estimated 
subsidy for 1955 of $80,252,000? 

Mr. Cievencer. Yes. Explain the method of procedure. 

Mr. Roru. Yes, sir. Appendix 5 and appendix 10 of the Board’s 
September 1953 subsidy separation report set forth the breakdown of 
the $80,252,000 estimate by individual carriers both within the 
United States and outside. The estimate was arrived at in the fol- 
lowing manner: Where a carrier was on a final mail rate as of the date 
of preparation of the estimate which was sometime in August of 1953, 
we assumed that the amount of mail compensation coming to the 
carrier under that final mail rate would continue on into and through 
1955 fiscal year. Where the carrier was on an open mail rate or a 
temporary mail rate in which he had either challenged the rate as 
inadequate or in which the Board instituted a proceeding to determine 
a new mail rate, the estimate was arrived at initially by the analyst 
and attorney who were assigned to process that me Pn proceeding 
for the Board. In some instances we had made considerable progress 
in the processing of the particular case so that we had fairly accurate 
detailed information on the basis of which we could prepare our 
estimate. Those were reviewed by the appropriate supervisors and 
agreement was reached as to the most likely estimate for the particular 
carrier. Where we did not have detailed information such as detailed 
forecasts of the carrier’s requirements for 1955, we made the estimate 
by appraising what comparable carriers were getting for comparable 
operations and determined the number of units to which to apply a 
rate, for example, a rate-per-plane-mile would be estimated. We 
could estimate with reasonable accuracy the number of miles a carrier 
would fly and in that manner we arrived at our estimate for 1955. 

Mr. CLevencer. Taking page 581 of the justification, there are six 
items there. Would you just have somebody address himself to those 
for the record, domestic trunklines, local service carriers, and heli- 
copters, and so on. 

r. Gurney. Mr. Roth can handle that, Mr. Chairman. 

Mr. Cuievencer. Take them item by item so we can get them into 
the record. 

Mr. Rorn. Comment on the size of the estimates for various groups 
of carriers? 
on CLevencer. Yes, and give us some information on each of 

em. 

DOMESTIC TRUNKLINES SUBSIDY 


Mr. Roru. Yes, sir; I believe the brightest spot in the subsidy 
cages is the estimate for the domestic trunklines of $3,566,000. 
at is the estimated subsidy for fiscal 1955 for the trunklines. 


In 1951 the figure was very ey higher. I believe the 
chairman just read the figure into the record. It is in the neighbor- 
hood of $19 million, as I recall. 
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Mr. Bow. Would you, for the purpose of the record, give us some 
idea how you determined domestic trunkline, what is a domestic 
trunkline, and some definition of the various groups. 

Mr. Gurney. Mr. FitzGerald or Mr. Roth can answer that. 

Mr. Rorn. The domestic trunklines include carriers that had 
started operating before the passage of the Civil Aeronautics Act of 
1938. Originally there were 16 so-called domestic trunklines. 
Through mergers there are now 13 trunklines. These carriers are 
basically, in addition to being the oldest carriers, the relatively large 
carriers and are most advanced in their development. 

During the war the Board conducted an investigation as to the 
necessity for expanding air service to additional communities which 
up to that point did not have the benefit of air service. 


LOCAL SERVICE AIR CARRIERS 


In the postwar period the Board began issuing temporary certi- 
ficates of public convenience and necessity to the so-called local 
service air carriers, or feeder lines, as they are sometimes referred to. 

The feeder lines, in addition to being newer in operation and 
smaller in size, also have restrictions in their certificates of public 
convenience and necessity as to the manner in which they can conduct 
their operations. 

Mr. Gurney. If I may interject, the trunklines have a permanent 
certificate. The others, local service lines, have a temporary certifi- 
cate which comes up automatically for renewal at different periods 
specified by the Board. 

Mr. Cievencer. Anything further? 

Mr. Bow. Were you through? I have a few more questions if I 
may. 

Mr. CLevencer. Certainly. You still have not gone down through 
these, Mr. Roth. You might go on with a short discussion of the six 
items. 

Mr. Ror. I might add that in the document which Chairman 
Gurney has submitted for the record, starting on page 8, there is a 
brief discussion of the subsidy for the various carrier groups. 

Mr. CLevencer. That would give us an answer to the question. 

Mr. Roru. I will give a brief summary. 

Mr. Cievencer. That is not necessary. 

Mr. Mutucan. That takes up each category, Mr. Chairman. 

Mr. Curvencrer. Mr. Bow, have you any more questions? 


TONNAGE OF MAIL CARRIED 


Mr. Bow. Can you tell us how many tons of mail were carried by 
the domestic and international carriers during the last fiscal year? 

Mr. Mutuican. Yes; we have that information, Mr. Bow. 

Mr. Bow. Would ye give us that? 


Mr. MutuiGan. Mail ton-miles for the domestic trunk lines during 
1953, were 68,945,000. j 

Mr. Bow. Those are the ton-miles? 

Mr. Mvutuican. Mail ton-miles. 

Mr. Rooney. What is the total tonnage? 

Mr. Bow. What was the tonnage of the mail actually carried? 
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se Mutuican. We don’t have that figure, sir. We will gladly 
supply it. 
r. Rors. A ton-mile is the equivalent of 1 ton carried 1 mile. 

Mr. Muuuiaean. I think what Mr. Rooney had in mind was total 
tonnage of mail regardless of miles. 

Mr. Rooney. That is right. 

Mr. Mouuican. We will be glad to supply that for the record, sir. 

(The information requested is as follows:) 


Tons of United States mail enplaned by United States carriers during the fiscal 
year 1953 


Carrier group: 
International, overseas, and territorial. SUSU. 


LOCAL SERVICE CARRIERS 


Going on, then, Mr. Bow, to local service carriers, again in 1953, 
mail ton-miles, 919,000. The helicopters, mail ton-miles, 99,000. 
For Alaskan carriers, mail ton-miles, 2,249,000. International and 
overseas carriers and Territorial, except Alaska, Alaska having been 
separately stated a moment ago, 22,202,000. 

he total, then, in 1953 for all classes of carriers is 94,414,000 mail 
ton-miles. 

RESERVE FLEET 


Mr. Bow. Of these aircraft that are fying as commercial airliners 


how many are designated for use by t 
case of need? 

Mr. Mutuiaan. You are referring, I am sure, to the so-called 
reserve fleet? 

Mr. Bow. Yes. 

Mr. Mutuiaan. The figure, as I recall, is 320. 

Mr. Roru. That is approximately correct. 

Mr. Mutuican. Approximately 320 of the existing aircraft owned 
and operated by the carriers have been identified to constitute the 
reserve fleet. 

Mr. Bow. To be called upon by the Defense Department if and 
when needed. 

Mr. Motuican. That is right. The plan contemplates that that 
is the number that would be initially transferred for operation by the 
Defense Department. 

Mr. Bow. In the past the Defense Department has called upon 
the air transport industry for planes, have they not? 

Mr. Mutuiaan. Indeed, sir. Of course we are all familiar with 
the situation in World War II, and the fact that there was at the 
outset of hostilities a substantial proportion of the civilian fleet 
assigned to what was then the Air Transport Command. We have, 
of course, a more recent example, the Korean airlift which was in 
large part supplied by the certificated and other commercial carriers 
under contract to the Defense Department. 

Mr. Bow. Is that true, too, of the Berlin airlift? 


e Defense Department in 


Number of 
tons 
93, 260 
10, 297 
14, 170 
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Mr. Mutuiean. The Berlin airlift was a joint effort undertaken by 
MATS and supplemented by commercial carriers. 


NET TAX BURDEN FOR AIRLINE SUBSIDIES 


Mr. Bow. Since we have identified subsidies and service mail pay, 
are you able to state the profit or loss to the Post Office Department 
from service mail pay with reference to its income from airmail stamps, 
for instance? 

Mr. Mutuiaan. Yes, sir. We have some figures bearing on that 
point. I believe, Mr. Chairman, you mentioned some in your 
statement. 

Mr. Gurney. I mentioned the total received by the Post Office 
from the sale of airmail stamps. If I remember the figure it was 
upward of 140 million. 

Mr. Rooney. 149 million is my recollection. 

Mr. Bow. How much was paid out? 

Mr. Gurney. The total estimate is for 138 million. 

Mr. Bow. I mean with reference to what has been paid into the 
Post Office Department in the last year that you have figures, how 
much was paid by them to carry mail? 

Mr. Muuuiaan. We have some figures, Mr. Chairman, if you would 
like me to give them. 
iy Mr. Gurney. Yes. They are in the Administrative Separation 

eport. 

Mr. Mouuiaan. I have them brought further to date. We have 
them either by individual year or over the period from 1939 to 1952, 
inclusive. The cost-ascertainment report of the Post Office Depart- 
ment for the fiscal year 1953 has not yet been released. 

For the period, then, 1939 through 1952, the total revenue to the 
Post Office Department from the sale of postage was $1,286,557 ,368. 
That, of course, covers a 14-year period. I can give you the figure 
by years if you would like that. 

Mr. Bow. Are you able to give us, since it has been broken down 
and identified from your service mail pay, separation from subsidy 
so we can see whether there has been a profit or loss to the Post Office 
Department from the service mail pay? 

Mr. Mutuiean. The figures in terms of mail revenue to the Post 
Office Department would necessarily apply to the mail itself that was 
dispatched by air. The difference, of course, between the amounts 
paid the carriers for carriage of mail, and which we have identified 
only since 1951 as service pay, and the total which they receive, com- 
prises the subsidy. 

We can give certain additional figures which I think will be helpful. 
First I gave, again for the 14-year period, the total revenue to the Post 
Office through sale of postage. In addition the Post Office reports its 
handling costs, for this same 14-year period totaling $548,769,057. 
To that, of course, must be added the payments to the carriers which 
prior to 1951 were not broken down, as you know, but the total, which 
is identified as transportation costs and subsidy nkazmente over the 
same 14-year period, represents $956,818,384. Thus the total cost 
over the 14-year period, including Post Office handling and payments 
to carriers, is $1,505,587,441. mparing that figure with the one I 
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furnished earlier, that is total revenue of $1,286,547,368, we have a 
difference of $219,030,073. 


Mr. Gurney. I| believe that the detail of these figures, Mr. Chair- 
man, if I may interject, would be very helpful. 
offered for the record. 
Mr. CLEVENGER. How many pages? 
Mr. Gurney. Right here. 


Mr. Bow. I think it is important. 


(The information requested is as follows:) 


I would like to see it 


I would like to get it in. 


Net tax burden for airline operating subsidies, fiscal years 1939 to 1952, inclusive 


Totals, fiscal years 1939-52, inclusive 


Domestic 


Foreign 


Total 


Total air mail revenues 


rtation costs and subsidy 


Post office handling 


costs 


Total cost to Post Office Department 


Net tax burden of mail subsidies to air transport 


industry 


(a) Total for 14 years under CAB 
(b) Average per year 


$841, 805, 360 


$444, 752, 008 


$1, 286, 557, 368 


550, 892, 812 
410, 280, 115 


405, 925, 572 
138, 488, 942 


956, 818, 384 
548, 769, 057 


544, 414, 514 


1, 505, 587, 441 


99, 662, 506 
7, 118, 750 


219, 030, 073 
15, 645, 005 


Summary of airmail revenues and Post Office Department costs including mail pay 
subsidies, fiscal years 1939 through 1952, inclusive 


DOMESTIC AND FOREIGN AIRMAIL 


‘Transporta- 
tion and 
subsidy 

payments ! 


Post Office 


Excess expense over 
revenue 


Annual 


Accumu- 
lative 


$20, 251, 871 
25, 037, 312 
33, 230, 

45, 433, 231 
88, 061, 120 


130, 689, 009 
191, 912, 455 


152, 634, 211 


3 $25, 804, 051 
813, 076 
2 36, 9 


$14, 624, 393 
15, 161, 321 
831, 


$14, 624. 393 
29, 785, 714 
42, 617, 120 
49, 145, 753 
26, 928, 054 

—24, 035, 977 
—107, 470, 319 
—129, 267, 218 


219, 030, 073 


Total 14 years... 


1, 286, 557, 368 


956, 818, 384 


219, 030, 073 


219, 030, 073 


See footnotes at end of table, p. 606. 


119, 367, 567 
cost ? 
3$9, 072,213 | $34, 876, 264 
bed ch 3 8, 385, 557 40, 198, 633 
| 9, 804, 706 46. 061, 664 
4 3] 51, 961, 864 6, 528, 633 
| 4 era 37, 355, 767 65, 843, 421 |—22, 217, 699 
35, 538, 785 79, 724,978 |—50, 964, 031 | 
) IN eee | 47, 009, 826 108, 478, 113 | —83, 434, 342 
48, 704, 001 104, 712, 262 | —21, 796, 899 
) SE ee 76, 129, 360 61, 254, 748 102, 434, 698 26, 305, 338 | —102, 961, 880 
| eS 77, 402, 469 96, 669, 181 136, 169,278 | 58, 766,809 | —44, 195,071 
, PEER Oe ee ee 91, 080, 978 120, 670, 845 | 168, 763,123 | 77, 682,145 33, 487, 074 
WER ccocaccctaestssseces Bee 129, 093, 325 179, 930, 344 78, 476, 182 111, 963, 256 
| 126, 781, 696 184, 475, 957 57, 744, 186 
) SSS eC 120, 693, 377 | 81, 263,465 | 201,956,842 | 49, 322,631 
| S545, 769, 057 1, 505, 587,441 | | 


Summary of airmail revenues and Post Office Department costs includi 
subsidies, fiscal years 1939 through 1952, inclusive—Continue 
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DOMESTIC AIR MAIL 


mail pay 


Excess expense over 
ranspor revenue 
Airmail tion and Fost Office | cost to 
y revenue subsidy | Post Office 
payments ecumu- 
Annus] lative 

$16, 326, 358 | $17,095,881 965, 411 $25, 061, 292 $8, 734, 934 $8, 734, 934 
19, 122,906 | 19,674,894 | 37,649,765 | 27,324,659 | 8,201,753 | 16, 936, 6x7 
23,920,465 | 321,304,561 | 38, 922, 763 30, 227, 324 6, 306, 859 23, 243, 546 
33,417,367 | 24,499,002 [311,685,611 36, 184, 703 2, 767, 336 26, 010, 882 
ena ET 56, 414, 938 23,694, 751 | 19, 550, 885 43, 245,636 | —13, 169, 302 12, 841, 580 
NS. See eR 79, 412, 510 22,890, 409 | 27,416, 159 50, 306, 568 | —29, 105,942 | —16, 264, 362 
eae 81, 237, 389 21,050, 713 | 29, 903, 371 50, 954, 084 | —30, 283,305 | —46, 547, 667 
RE RE SS RSS 68, 427, 024 , 620, 731 | 30, 157, 574 52, 778, 305 |—15, 649,619 | —62, 197, 286 
Pe ae eee 54, 356, 7: 35, 342,042 | 35,017,716 70, 359, 758 16, 002,976 | —46, 194, 310 
53, 586, 51, 630,479 | 32, 457, 656 84, O88, 135 30, 501, 185 | —15, 693, 125 
1949. Ps 65, 385, 603 63, 801, 784 | 39, 729, 410 103, 531, 194 38, 145, 591 22, 452, 466 
1950_._...- wibdu 6 ceibbout 74, 120, 088 69, 392,937 | 41, 586,638 110, 979, 575 36, 859, 537 59, 312, 003 
1991__. Cots wend saul 95, 425, 704 72, 087,652 | 48, 149, 858 120, 187, 510 24, 761, 806 84, 073, 809 
77 120, 650, 426 85, 856, 886 | 70, 087, 208 55, 944, 184 35, 293, 758 119, 367, 567 

Total 14 yea:s__| 841, 805, 360 550, 892,812 |410, 280, 115 961, 172,927 | 119, 367, 567 119, 367, 567 

FOREIGN AIR MAIL 
(INCLUDING INTERNATIONAL AIR PARCEL POST) 

$3, 925, 513 $8, 708, 170 $1, 106,802 | $9,814,972 $5, 889, 459 $5, 889, 459 
MES onc. 5, 914, 406 12, 138, 182 3 735, 792 3 12, 873, 974 6, 959, 568 12, 849, 027 
0 A a ae 9, 309, 793 14, 952, 397 3 881, 943 3 15, 834, 340 6, 524, 547 19, 373, 574 
Ws ou trent cnaween’ 12, 015, 864 14, 673, 656 1, 103, 505 | 215,777, 161 , 761, 297 23, 134, 871 
gate Eygce SRae 31, 646, 182 13, 661, 016 8, 936, 769 22, 597,785 | —9,048,397 | —14, 086, 474 
1944__ sa Sia 51, 376, 499 12, 648, 376 | 16,770,034 29, 418, 410 | —21, 858, 089 —7, 771, 615 
NS ee 110, 675, 066 25, 959, 113 | 31, 564, 916 57, 524,029 | —53, 151,937 | —60, 922, 652 
aa Ses 58, 081, 237 , 083, 270 | 25, 850, 687 51, 933, 957 | —6, 147,280 | —67, 069, 952 
ea 21, 772, 578 25, 912, 7 6, 162, 234 32, 074, 940 10, 302, 362 | —56, 767, 570 
er pe fae 28, 815, 519 45, 038, 702 7, 042, 441 52, O81, 143 28, 265,624 | —28, 501, 946 
ee eas See 25, 695, 375 56, 869, 061 8, 362, 65, 231, 929 39, 536, 554 11, 034, 608 
een 27, 334, 124 59, 700, 388 9, 250, 381 68, 950, 769 41, 616, 645 52, 651, 253 
REE ee Eee = 31, 306, 067 54, 744, 044 9, 544, 403 64, 288, 447 32, 982, 380 85, 633, 633 
RCL Se ae ee 31, 983, 785 34, 836,491 | 11, 176, 167 46, 012, 658 14, 028, 873 99, 662, 506 

Total l4 years _.| 444,752,008 | 405, 925, 572 138, 488, 942 544, 414, 514 99, 662, 506 99, 662, 505 


! Transportation and subsidy payments as allocated in Post Office cost ascertainment reports with airmail 
service transportation costs adjusted to reflect retroactive revisions in air carrier mail rates. 
2 Pest Office handling costs are the difference between the total airmail costs in the cost ascertainment 
reports and the airmail transportation and subsidy costs identifiable in such reports. 
Transportation payments for the years 1939 through 1942 are slightly understated in comparison with 


later years because transportation costs other than payments to air carriers have not been separately identi- 
fied in the cost ascertainment reports for these earlier years. Consequently the Post Office handling costs 
shown above for the years 1939-42 may be overstated to the extent that other transportation costs are in- 
cluded in total costs shown in cost ascertainment — 

. rae cost ascertainment report not available fcr 1943. Data for that year is estimated at the average 
and 1944, 


Norte.—Post Office cost ascertainment figures for fisea] year 1953 not available. 


Sources: Post Office Department cost ascertainment report and Civil Aeronautics Board records of ad- 
justed air carrier mail pay. 


Mr. Mu tuiean. One interesting thing which these figures show, | 
think, is that over this period of 14 years we find that the difference 
between the total cost to the Government and what the Government 
has received through postage revenue averages annually $15,645,000. 


BASIS OF POST OFFICE DEPARTMENT'S COST ESTIMATES 


I might also mention that while we do not presume to question the 
procedures of the Post Office in arriving at their cost ascertainment, 
we do note that the reports indicate that the average cost for the years 
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1948-52 of handling a piece of airmail is 4.5 cents, and the average cost 
of handling a piece of surface mail is 2.5 cents. Thus, the cost 
assigned to each piece of airmail is roughly 80 percent higher than for 
surface mail although the physical handling operations of the post 
office are believed to be in large part common to both types of mail. 

Mr. Bow. I believe that is all I have now, Mr. Chairman. 

Mr. Cievencer. Mr. Coon? 

Mr. Coon. I do not have any questions. 

Mr. Citevencer. Mr. Rooney. 

Mr. Rooney. I want to make sure I understand this correctly. At 
page 3 of your statement, Mr. Chairman, you said: 

Just as an aside at this point, United States Government sales of airmail stamps 
reached a total of some $149 million in fiscal 1952. 

Is that correct? 

Mr. Gurney. That is right. 

Mr. Roonsy. How do you jibe that figure with the figure of 
$152,634,211 at page 2 of the schedule you just handed us? 

Mr. Gurney. Somebody got some information to me from a differ- 
ent source, and there is a $3 million difference there. 

Mr. Roonsy. Yes, there is. This does not describe the possibility 
of general inaccuracies in all these figures, does it? Should your 
figures be out that much? 

Mr. Gurney. I hope not, sir. 


COST OF CARRYING AIRMAIL 


Mr. Rooney. If I understand this correctly, with a revenue of 
$149 million a year in airmail stamps, the receipts for the stamps sold, 
it is costing us $201,956,000, or practically $202 million, to carry that 
mail; is that correct? 

Mr. Moturaan. That was true in 1952. 

Mr. Rooney. I am talking about 1952, because that is the stamp 
receipt figure I have, the $149 million in 1952. 

Mr. Gurney. That includes subsidy. 

Mr. Roonry. Of course; but that $202 million was the cost to 
carry the mail; is that not right? 

r. Gurney. No. 

Mr. Roonry. Do not differentiate between your so-called mail 
service charge and your subsidy. The total amount paid to airlines 
in that period was $202 million? 

Mr. Gurney. That is correct. 

Mr. Rooney. I note with interest your statement at page 3—— 

Mr. Gurney. I must back up just a second there. That $201 
million is the total cost to the Post Office. It includes the post office 
handling cost of $81 million, so the amount paid to airlines was 
$120,693 ,377. 

Mr. Roonsry. Yes. You are correct. So the cost to carry that 
mail was $202 million on a sale of $149 million worth of airmail stamps. 

Mr. Gurney. I only come back because you said that was the total 
paid the airlines. One hundred and twenty million dollars is what the 
airlines got. Eighty-one million dollars is the post office handling cost. 

Mr. Right. 

Mr. Gurney. Thank you. 
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CONDITIONS REQUIRING PAYMENT OF SUBSIDIES 


Mr. Roonry. Now, your statement at page 3 reads: 


The necessity for subsidy arises in those cases where, after being compensated 
for the service of carrying the mail an air carrier would remain in a loss position 
because the revenues from commercial operations would not be suffieient to meet 
the costs thereof and provide the carrier with a return-on its investment sufficient 
to maintain its credit position and cover its capital costs, 

You operate under that provision? 

Mr. Gurney. That is right. 


YEARLY AMOUNT OF RECENT SUBSIDY PAYMENTS 


Mr. Rooney. I direct your attention to domestic operations. I 
refer to your appendix pages, where I find that in 1952 the total subsidy 
money to the domestic carriers was $25,221,000. 

Mr. Gurney. Wait a minute. 

Mr. Rooney. Are you looking at appendix 2? 

Mr. Gurney. [ believe you are ending total payments. 

Mr. Rorn. On the page from which you were originally reading 
it is broken down. 1 think you might follow it more readily across 
the page on the summary page. 

Mr Gurney. Go ahead with your question. I will be able to 
answer, from the same page. 

Mr. Rooney. According to the appendix at page 2, the 1952 
subsidy amounted to $25,221,000? 

Mr. Gurney. Right. 

Mr. Rooney. 1953 was $26,162,000. In 1954 it is $29,801,000, 
In 1955 it would amount to $29,970,000. 

With regard to the “International, overseas, and territorial air 
carriers,” in 1951 there was $39,263,000 for subsidy ; in 1952, $45,338,- 
000 for subsidy; in 1953, $49,546,000 for subsidy; in 1954, $50,854,000 
for subsidy; and in 1955, $50,282,000 for subsidy. 

Mr. Gurney. Those figures are all correct, sir. 

Mr. Rooney. Those figures are correct? 

Mr. Gurney. Yes, sir. 


REASON FOR INCREASED SUBSIDY IN SPITE OF INCREASED NET REVENUES 
OF INTERNATIONAL AIRLINES 


Mr. Rooney. In view of your statement, page 3, how do you ac- 
count for the fact that according to American Aviation Daily, De- 
cember 24, 1953, with regard to the international airlines, considering 
that first, the revenue passengers and passenger miles rose 12.2 percent 
and 11.16 percent, respectively; operating revenues were up 7.62 
percent against the expense increase of only 3.6 percent; boosting net 
operating income from $8,633,408 in 1952 to $24,249,616 in 1953? 

Just as an average taxpayer, I wonder why it is that with this 
increase in net revenues nevertheless, as indicated in the figures I 
read to you, these subsidy payments go up and up and up. 

Mr. Gurney. Mr. Roth, Pio not know that the figures he is reading 


from the Aviation Daily are correct or that they are not correct. 
Mr. Rooney. Here is the Aviation Daily sheet. Whether or not 
Aviation Daily is correct is something else. 
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Mr. Gurney. Yes. 

Mr. Rooney. But I am reading from Aviation Daily. 

Mr. Gurney. Good. I believe Mr. Roth would be able to handle 
that and give you a satisfactory reply. 

Mr. Roru. Is your question, Mr. Rooney, related to the interna- 
tional carriers? 

Mr. Roonry. At the moment it is; where I have it marked in red 
there. 

Mr. Roru. To begin with, there are certain international carriers 
that were on temporary rates during the year 1953. The two ear- 
riers across the North Atlantic have a very widespread operation and 
were on temporary rates. We finished a very complex formal hear- 
ing in that case and we are now waiting for the examiner's report. 

Mr. Rooney. That is all very well and good, but could you tell 
me in a few practical words how it is that these airlines are making 
more money net and getting more money in subsidy? 1 would appre- 
ciate it if you could do that in a few words. 

Mr. Gurney. The quickest answer is that if they do make more 
money the subsidy goes down. 

Mr. Roonry. On the other hand, on the figures I read to you a few 
moments ago, your figures, the subsidy has gone up in the past 5 years 
for international carriers. 

Mr. Rorn. I think first, Mr. Rooney, the $8 million operating 
rofit—which parenthetically would be a much smaller figure after 
‘ederal income taxes—-would be a very low rate of return on the in- 

vestment devoted to those particular operations. Certain of those 
carriers, | believe, had no prefit at all, or a completely inadequate 
profit. 

Likewise, the Board in the past month has reopened the final mail 
rates of the two carriers flying across the Pacific to Japan, namely, 
Pan American and Northwest Airlines. The Board did so on the 
basis of the possibility that the subsidy payments, the overall mail 
rates, established for those carriers may now be excessive. 

During this period, of course, the international carriers have gone 
through, just as most other businesses have, a period of substantial 
inflation. Their unit operating costs have generally tended to go up 
and have tended to go up at a faster pace than the increase in revenues, 
which is referred to in the figures that you read. 

Likewise, the investment for the type of aircraft devoted to the 
international operations has tended to go up relatively rapidly, be- 
cause they are using the most modern aircraft, and the investment per 
seat for the new ships is a large figure that is tending to go up, 

Mr. Gurney. May I supplement that a little bit, to cover the 
international field, Mr. Rooney? 

Mr. Rooney. Surely, if you want to add something. 

Mr. Gurney. The prepared statement that was made ready for 
this hearing on this particular subject I have here, and it says: 

There are other factors which have contributed directly to the increase of inter- 
national subsidy in the past few years. Increasing and more effective competi- 
tion has developed by foreign air carriers which are in most instances direetly or 
indirectly controlled by the respective foreign governments and which receive 
substantial amounts of subsidy from such governments, 

Although there has been a sharp impact of inflation on wage rates and prices 


of materials, supplies and equipment for both international and domestic carriers, 
the domestic carriers have been able to increase commercial revenues in sufficient 
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amounts to offset and, in many instances, more than offset the effect of inflation, 
whereas in the international field the growth of nonmail revenues has not kept 
pace with rising costs. 

We get then to the UPU rates. 

Mr. Rooney. Do I understand that you dispute this statement in 
American Aviation Daily, December 24, 1953, that there has been an 
increase in revenue over expenses, in accordance with the figures I 
gave you, as I read from page 324 of that daily? 

Mr. Roru. I think the figures are probably correct, or substantially 
correct. 

Mr. Roonnry. You think they are correct? 

Mr. Roru. They obviously include estimates. 

Mr. Rooney. If they are correct and if they have increased, as 
American Aviation Daily says, 12.2 percent and 11.16 percent insofar 
as revenue passengers and passenger miles are concerned, and if net 
operating income was boosted from $8.6 million to $24.2 million in 
1953, why should they have more subsidy money in 1953 as compared 
with 1952, as shown in your appendix pages on the September 1953, 
revision for “Administrative separation of subsidy from total mail 
payments to United States air carriers’’? 

M r. Rors. By reference to appendixes 7 and 8 you can compare the 
estimated subsidy payments for the individual air carriers. In other 
words, to the extent that the Board has estimated the subsidy will 
be up, you can pinpoint which named air carrier is believed to be 
entitled to the additional subsidy. 

You will notice that in group A, comparing appendix 7 and appendix 
8, the subsidy for 1952 is estimated to be $13,415,000. That is for 
the 2 carriers flying the Atlantic. In 1953 we estimate that the 
subsidy will be $12,224,000. 

I say ‘will be’’ because both of those carriers are on temporary mail 
rates right now, and we have this litigated formal mail rate proceeding. 
It is an estimate, even though we are talking about 2 fiscal years ns 


COMPARISON OF TRENDS OF DOMESTIC AIR CARRIERS’ REVENUES AND 
SUBSIDIES 


Mr. Roonry. Now, according to your appendix, pages 2 and 3, 
in fiscal 1952 the subsidy money to domestic air carriers was 
$25,221,000. In fiscal year 1953 it was $26,162,000. Is that correct? 

Mr. Yes, sir. 

Mr. Gurney. That is correct. 

Mr. Rooney. Referring to page 53 of Aviation Week, December 
28, 1953, we find the following story in part: “Airline revenues soar 
to alltime highs. New peak forecast by ATA for coming fiscal year.” 
Who is the ATA, for the record? 

Mr. Rota. The Air Transport Association. 

Mr. Rooney. According to that page entitled “ Record airline profits 
in 1953; 10 selected carriers, 12 months ending September 30” 
American for 1952 has revenues of $180,610,000, and for 1953 revenues 
of $204, 988,000. The operating profit is $23,057,000 in 1952, and 
the operating profit is $29,078,000 in 1953. The net profit in 1952 is 
$10,690,000, as compared with $13,739,000 in 1953. 

As to Eastern, the revenues in 1952 are $111,214,000, and in 1953 
are $141,481,000. The net profit in 1952 is $5,384,000 as compared 
with $9,820,000 in 1953. 
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And so on down the line. With regard to Northwest Airlines, rev- 
enues in 1952 were $53,694,000, and in 1953 $61,736,000. Net profit 
in 1952 was $1,283,000, as compared with a net profit of $2,681,000 
in 1953. 

How should we, as taxpayers, understand that? 

Mr. Gurney. May I answer that just a minute. If you will look 
at our appendix covering these particular carriers—they are all 
trunklines that you read—none of them receive subsidies. 

Mr. Rooney. But they do receive mail pay at 45 cents a ton-mile, 
do they not? 

Mr. Gurney. Correct. 

Mr. Rooney. I am presenting this as a bolstering of the statement, 
“ Airlines revenues soar to alltime highs.’’ I have only read with 
regard to 3 of the selected 10 carriers in a 12-month period ending 
September 30, 1953. 

his shows Pan American, Flying Tigers, Trans-World, Western, 
United, National, Capital, and so on. They are all here, and they 
all show an increase. 

Mr. Gurney. That is correct. Most of these carriers do not 
receive subsidy. They just receive service mail pay. For most of 
the domestic big carriers it is 45 cents. 


ALASKA AIRLINES SUBSIDY 


Mr. Rooney. Again referring to your statement at page 3, with 
regard to the alleged necessity for subsidy, I direct your attention to 
your appendix at page 10. This is with regard to Alaska Airlines. 

Mr. Gurney. All right. Appendix 10. 

Mr. Rooney. How much do you figure for payment of service mail 
1955? 

Mr. Gurney. $355,000. 

Mr. Rooney. Are you looking at the same sheet I am? 

Mr. Gurney. Yes, I am. In fiscal 1955 the service mail pay for 
Alaska Airlines is given. 

Mr. Rooney. “States-Alaska operations.”’ 

Mr. Ror. Mr. Chairman, you were reading the Alaska Airlines 
“Tntra-Alaska operations.”’ 

Mr. Gurney. I see. From the States to Alaska it is $122,000. 

Mr. Rooney. For the States-Alaska operations, paragraph E, 
Alaska Airlines, it is $122,000? 

Mr. Gurney. That is right. 

Mr. Rooney. How much did you pay them in subsidy for carrying, 
at your figure, $122,000 worth of mail? 

r. Gurney. $1,174,000. 

Mr. Rooney. With regard to Intra-Alaska operations, for Alaska 
Airlines, what was the service mail pay? 

Mr. Gurney. $355,000. 

Mr. Roonry. And you paid them how much additional in subsidy? 

Mr. Gurney. Its subsidy was $969,000. We will pay that. 
That is, it will be after a final adjudication has been made. These are 
estimates. 
Mr. Rotu. This is a final rate. 
Mr. Gurney. They are on final rate, so these will be the amounts. 
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INTRA-ALASKA OPERATIONS’ SUBSIDY 


Mr. Roonry. With regard to Intra-Alaska operations, contained 
on the same page, it shows that the total group F which includes 
Alaska Airlines, Northern Consolidated, Pacific Northern, Wien, 
Alaska Coastal, Byers, Cordova, Ellis, and Reeve, will receive service 
mail pay, according to your computation—and I do not concede that 
that is a fair computation for the taxpayer—of $1,681,000. Taking 
your figure, the service mail pay is $1,681,000. How much did you 
pay them in — subsidy? 

Mr. Gurney. That $1,681,000 includes the whole group that you 
have just named. 

Mr. Roonry. Yes. 

Mr. Gurney. Service mail pay? 

Mr. Rooney. Of course that is true only insofar as this particular 
item is concerned, ‘This does not have anything to do with regard 
to our questions on Alaska Airlines a few minutes ago. 

Mr. Gurney. Right. This is just Intra-Alaska, 

Mr. Roonry. Right. 

Mr. Gurney. Service mail pay, $1,681,000; subsidy, $4,680,000. 

Mr. Rooney. Was there a time a couple of years ago when we had 
some testimony before this committee that a nonscheduled airline 
or airlines in Alaska offered to carry the mail for $1 a year? 

Mr. Gurney. Mr. FitzGerald is very familiar with that, because 
he was in charge of our Alaska office. He will answer, please. 

Mr. FirzGrravp. That offer, when it was made, sir-——— 

Mr. Rooney. The question is: Was there an offer made by a non- 
schedule airline or airlines to carry the mail in Alaska for $1 a year? 

Mr. FirzGeraup. There was not, sir. 

Mr. Rooney. Was there an offer to carry the mail to and from 
Alaska? 

oe FirzGeratp. To and from Anchorage, Alaska, to and from 
Seattle. 

Mr. Roonry. From Seattle to Anchorage. That is the route of 
Alaska Airlines under the States-Alaska operations? 

Mr. FirzGeratp. They are to Fairbanks, but it is basically the 
same problem. 

Mr. Roonry. What was the offer? 

Mr. FrrzGerarp. I do not have it here. It was published in the 

apers. 
~ Mt r. Rooney. The statement, if I recall correctly, was made before 
this committee, Mr. Chairman, by Mr. Heacock, that they would 
take over the entire mail operations in Alaska for $1 a year. Instead 
pote rw we are paying $6,361,000, including $4,680,000 in outright 
subsidy. 

Mr. FirzGeraup. That Intra-Alaska is an entirely different opera- 
tion, sir. He did not operate within Alaska. 

Mr. Rooney. Perhaps | am mistaken. I knew something had 
transpired with regard to $1 for carrying Alaskan mail. My first 

uestion indicated that it was Intra-Alaska rather than States to 
laska. 

Mr. Gurney. That is right. 

Mr. Rooney. The fact remains that he did—or someone did— 
make an offer to carry Alaska mail for $1 a year. 
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Now, I would like the record to show the correct figures. We have 
the States-Alaska operations covering Alaska Airlines, Pacific North- 
ern, and Pan American-Alaska. There is a total for them in service- 
mail pay of how much, Mr. Chairman? 

Mr. Gurney. $599,000. The subsidy is $3,255,000. The total is 
$3,854,000. 

Mr. Rooney. I see. ye expensive to swallow. 

Mr. Gurney, Mr. Roth, will you supplement that statement with 
other information you have? 

Mr. Rorn. The three carriers listed under the States-Alaska oper- 
ations—Alaska Airlines, Pacific Northern and Pan American-Alaska— 
are all on final mail rates, and the Board has published a full decision 
setting forth precisely how it arrived at the total mail compensation, 
including subsidy and the service mail pay, for those carriers. 

Mr. Rooney, What does that mean? 

Mr. Roru. There is a complete statement available indicating the 
detailed forecast that the Board made. 

Mr. Rooney. In other words, you want to back yourself up with 
your own statement. That is about what it amounts to; is it not? 

You see, | am questioning you for the taxpayer. I just do not 
understand this. if the nonscheduled airlines can carry mail for $1 
a year, why should we pay out $3,854,000 a year to carry that mail? 
That is my great difficulty. Iam just alayman. You are an expert. 

Mr. Gurney. Mr. Rooney, may I get back to the basic act, which 
says that the carriers operating from the continental United States 
to Territories or to foreign countries are certificated by the President. 
The Board, in my memory of the information I have gained during 
the 3 years, recommended against the increasing of the number of 
carriers to Alaska. They are now presently running four carriers to 
Alaska from the continental United States. 

So we have to take care of these carriers that were given certifi- 
cates in years past. They do have certificates at the moment. 

Mr. Rooney. You have to “take care of them’’? 

Mr. Gurney. We have to give them such subsidy and mail pay- 
ments as the law provides. It is mail subsidy to supplement the 
service-mail pay, 

Mr. FitzGerald has a further statement to make, if it is agreeable. 


REASON FOR $1 BID FOR AIR ROUTE 


Mr. FrrzGeravp. It is my understanding that that offer was a 
qualified offer which related to a volume of mail, not to the total 
volume but a portion of it. 

Basically, I think we have to recognize that the act itself is the 
framework under which that offer must be judged. The act provides 
that once we get a mail certificate out to Mr. Heacock or any other 
person, then by the filing of a petition they automatically become 
entitled to have established the proper reasonable rate for the trans- 
portation of that mail. 

Now, in Alaska years ago many routes were such—before the Civil 
Aeronautics Act was passed or before it was implemented in Alaska by 
the Board—that the local carriers, in order to get the routes, would bid 
1 cent or zero cents in order to get the route and take it over. But we. 
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have since that time been paying for every single pound of mail which 
they transported from the date they got the certificate. 

Mr. Rooney. You surely have. 

Mr. FirzGreraup. That is exactly true here. If Mr. Heacock’s 
offer had been translated into a certificate all he would have had to do 
is file first a petition to establish a service rate; secondly, he could then 
ask for a subsidy. 

Mr. Rooney. You have been paying subsidy to Alaska Airlines at 
the rate of almost 10 times as much as you estimate your general mail 
service pay; is that right? It is about right. 


JUSTIFICATION FOR HIGH ALASKAN SUBSIDIES 


I have in my hand a copy of a newspaper item of Robert S. Allen, 
entitled “From the Nation’s Capital.” It states at the top: 
Robert 8. Allen is on vacation. In his absence his column is written by Senator 


John F. Kennedy, Democrat, Massachusetts, on an important nonpartisan issue 
that affects the pocketbook of every taxpayer. 


In this article we find this statement, among others: 

The first aspect of this legislation— 
meaning the separation legislation to which Senator Kennedy refers 
previously in the item— 
is to protect the Post Office from having to pay more than the cost of mail services 
actually rendered plus a fair return. This cost standard has been endorsed by 
all Government departments in the Truman administration and also in the present 


regime, Also it was specifically recommended in President Eisenhower’s message 
to Congress on June 1. 


Now I will give you a very ay, question and ask you how 
y 


much you fit into that program doing such as paying 10 times as 
rye as your service cost in outright subsidy payments to Alaska 
irlines. 

Mr. FrirzGrratp. I think, sir, that the act provides, and the 
reorganization plan contemplates, that there shall be spoid to the 
carrier a true service rate, a fair and reasonable rate for the transpor- 
tation of mail. That is apart from the entire question of subsidies. 
For instance, the 10 domestic carriers without subsidies are compen- 
sated for their transportation of the mail. 

Mr. Rooney. At a very generous rate, which I am going to inquire 
about in a while; 45 cents a ton-mile. 

Mr. FrrzGmratp. The States-Alaska is actually 47 cents, sir. 
That rate is in the opinion of the Board, a fair and reasonable rate of 
compensation for the transportation of mail. 

r. Roonny. You figure that for carrying the mail from the States 
to Alaska it is 47 cents a ton-mile, and for carrying the mail in the 
United States, in the domestic United States, it is 45 cents a ton-mile. 

Mr. FirzGerap. Yes, sir. 

Mr. Roonry. Do you think that is comparative or fairly com- 
parative? 

Mr. Firzceraup. I would say that it actually errs on the low side 
for Alaska. We have a far different transportation problem between 
Seattle and Alaska. 
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HIGH COST OF ALASKA-STATE AIRLINES 


For instance, we have an imbalance in the movement of traffic, 
which necessarily makes the per-ton-mile cost of the movement of 
that traffic higher. That, of course, is reflected straight across the 
board, and all commodities carry it. 

Mr. Rooney. Of course, I am not arguing that you are paying too 
much with regard to Alaska. I am arguing that you are paying too 
much to the domestic carriers, the Big Four, when you pay them 
45 cents a ton-mile. 

Mr. Gurney. You did not get his point, if I may interrupt. 

Mr. Rooney. In what way? 

Mr. Gurney. The tonnage is all northbound. There is not much 
traffic southbound on the Alaska route. His statement was that that 
was a very low rate compared with 45 cents for domestic carriers. 

Mr. Rooney. With all the traffie going north, a situation which 
you do not have in the continental United States, you are paying 
47 cents for Alaska. 

Mr. Gurney. That is right. 


BASIS OF 45 CENTS PER TON-MILE UNITED STATES RATE 


Mr. Roonry. Why do you pay as much as 45 cents for the United 
States? 

Mr. FirzGeraup. May I answer that, sir? 

Mr. Rooney. Surely. 

Mr. FirzGera.p. In establishing the subsidy separation we neces- 
sarily could not go back and reexamine the entire cost of every air 
carrier under the American flag. So what was done was this: We 
had been in the process of struggling with the mail rates for the Big 
Four. That was a case which was in process approximately 3 years. 
That was costed out very minutely. It was on the basis of that 
analysis that a rate of 45 cents a ton-mile was developed as the basic 
rate for the Big Four. 

Now, in order to apply that same division between subsidy and 
service pay to the other carriers we then related the costs—because 
these are systemwide rates; these are not rates between two points—of 
the other carriers to the costs of the Big Four over the routes they are 
operating. In that way we got a true relationship between subsidy 
and service pay for all carriers. 

Mr. Roonry. That is very nice. 

Mr. CLevencer. The committee will adjourn until 2 o'clock. 

Mr. Gurney. You would like to have us come back at 2 o’clock; 
is that correct, Mr. Chairman? 

Mr. CLEVENGER. Yes. 


Tuurspay, JANUARY 21, 1954. 


Mr. CLevenNGerR. The committee will resume its hearings. Mr. 
Rooney, you may proceed. 


COMPARISON OF PASSENGER FARE AND MAIL PAY ON NEW YORK-PARIS 
ROUTE 


Mr. Rooney. I was intrigued by a statement contained in the 
newspaper article to which I referred this morning, the one by Senator 
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Kennedy, writing in the absence of Mr. Robert S. Allen. It reads 
as follows: 

A young lady boards a transatlantic plane bound from New York to Paris. 
She holds the stub of a ticket for which she paid $394.60 one way. Settling back 
in the comfortable seat, she expects her money’s worth. And she gets it. here’s 
nee food, champagne on some flights, and perhaps even a bottle of Parisian 

ume. 
Pepiding beneath the young lady is another passenger also bound for Paris. 
But this passenger rides in a dark cavernous section of the plane, jostled to and 
from by other passengers. No comfort, no champagne, aud no perfume. Why 
should there be? After all, this passenger is only a humble sack of mail. But 
— is nothing humble about its fare—$1,578. And who foots the bill? Uncle 
sam, 

What have you to say about that statement of Senator Kennedy’s? 
Are the figures mentioned by Senator Kennedy in comparing a 
passenger and a sack of mail approximately correct? 

Mr. Gurney. I will ask Mr. Roth to answer the question as to the 
dollars involved, Of course, a sack of mail pays so much per ton- 
mile and is represented in our report to the Congress, dated September 
1953. 

Mr. Rorn. First, I would like to point out that the Post Office 
Department 

Mr, Roonuy. We can save a lot of time. Is this figure outlandish 
and ridiculous, or is there some sense of comparison to it? 

Mr. Rorn. I think the two figures are not comparable to each other. 
I believe they are substantially correct, or precisely correct, but they 
are not comparable figures in this sense—that the Postmaster General 
actually pays only 85 cents a ton-mile as service mail pay for the 
mail bag. The passenger who pays $394.60 for a first-class ticket from 
New York to Paris is actually paying at least 85 cents a ton-mile, 
and probably something higher than 85 cents a ton-mile. 

Mr. Rooney. Of course it is higher. Your international rates are 
higher, are they not, for the carrying of the mail, as compared to the 
passenger? 

Mr. Roru. Yes. 

Mr. Rooney. Do you suppose that a sack of mail would cost 
$1,578 to be carried from New York to Paris? 

ig Roru. I assume that that is based upon a 200-pound sack of 
mail. 

i Rooney. Will you figure it out forme? Let us not complicate 
is. 

Mr. Gurney. Figure out whether the $1,578 figure is the correct 
amount or not. 

Mr. Roru. That figure included a subsidy. 

Mr. Rooney. It includes a subsidy. Does the airline get any- 
where near that amount for carrying it? 

Mr. Rorn. I believe that is substantially correct. 

Mr, Roonry. So the story would be substantially correct that 
when there is a comparison made between a first-class passenger on 
this airline trom New York to Paris and a sack of mail—— 

Mr. Gurney. Mr. FitzGerald has a remark to make. 

Mr. FrrzGeravp. I would like to say this, that statement pre- 
i ns the time before the reorganization plan which separated 
subsidies from service mail. Today the Postmaster General is 
paying, I believe, less per ton mile for the transportation of mail than 
the passenger pays on his ticket. 
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Mr. Rooney. In order to arrive at what the airline gets you must 
include the subsidy money. Reorganization Plan No. 10 merely 
called for a separation insofar as figures were concerned. Is there 
any further dispute about this story “of comparison? 

Mr. Gurney. Let me answer that by referring to appendix 8 of the 
subsidy separation report. Look at group A. Suppose that this 
passenger was on Trans-World. You will notice the service mail rate 
is 85 cents and the service mail payment is $3,769,000, and the 
subsidy is practically the same figure, $3,731,000. Therefore, you 
could say that the subsidy is about the same as the mail rate. 

Mr. Roonny. I am not so much interested in that. I am interested 
in how much the airline gets for carrying the passenger as compared 
with that sack of mail. 

Mr. Gurney. That is what | was trying to say. 

Mr. Rooney. I do not care how you break down the $1,578. That 
is the amount that the airline gets. 

Mr. Frrzaeravp. Today it is not being paid for the transportation 
of mail. That is the point that we want to make. The subsidy goes 
to the entire service except mail. In other words—— 

Mr. Rooney. I think that the record is fairly plain at this — 
no matter how you torture it any further. The figures are there 
I am surprised that the story is as accurate as it is. 

Mr. Gurney. It is supposed to be absolutely accurate. The sack 
of mail would pay in mail pay and subsidy combined about $1.70 per 
ton-mile for TWA, and the passenger, 200 pounds, would be about 
85 cents. 

(The following was submitted later by CAB:) 

On the basis of the estimated subsidy and service mail pay set forth for fiscal 
year 1953 in appendix C of the September 1953 separation report, the mail pay 
applicable to a 215-pound shipment of mail from New York to Paris (215 pounds 


is the average weight of a passenger and his free baggage allowance for inter- 
national services) is as follows: 


TWA PAA 


Service mail pay at 85 cents per ton-mile_- ake $309. 00 $309. 00 
Subsidy (average for entire Atlantic Division). 351.78 586. 63 


Total mail pa bh 660. 78 895. 63 
Passenger fare-1- first class ticket 415. 00 415. 00 


On a one-way first-class ticket, the passenger fare of $415 between New York 
and Paris is equivalent to $1.06 per ton-mile. 

Mr. Roru. The passenger would be paying somewhere between 85 
cents and $1 per ton-mile. May I qualify my previous answer? 

Mr. Roonry. What does a first-class passenger pay per ton-mile 
now, internationally? 

Mr. Roru. In the vicinity of $1 per ton mile. 

Mr. Rooney. It is not 70 cents? 

Mr. Roru. No, sir. I believe that a tourist passenger across the 
Atlantic would be paying about 70 cents per ton-mile. 

Mr. Rooney. Is not the cost of a passenger per ton-mile inter- 
national, a coach passenger, 50 cents a ton-mile? 

Mr. Rorn. I think that would be correct, California to Honolulu, 
but across the Atlantic I would say that the figure would be closer to 
70 cents per ton-mile. 
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CONTROL BY CAB OVER PASSENGER RATES 


Mr. Roonny. How do the rates you set for mail compare with the 
rates for other types of traffic, referring to first-class, coach and cargo 
international? 

Mr. Roru. First, the Board does not set any rate other than the 
rates for the transportation of mail. The carriers on international 
operations file tariffs with the Board setting forth their rates and 
charges. Naturally, the Board does not have any direct control over 
the reasonableness of —— 

Mr. Rooney. Then if I understand you correctly, in handing out 
this $80 million a year in subsidy money to the airlines, you do not 
control in the slightest the amount paid for passenger traffic; is that 
correct? 

Mr. Roru. No, sir; it is not correct. We do not have any direct 
control, but we have a substantial measure of indirect control because 
the carriers, through the Taternational Air Transport Association, the 
IATA, file agreements setting fares among the major airlines of the 
world outside the Iron Curtain group. Those agreements require 
board approval, and through the Board’s power to veto the agree- 
ment set up by the group of carriers in IATA, the Board does get an 
indirect measure of control. 

Mr. Guryey. Would you tell him how we have asked for that 
authority tbat he is talking about there, Mr. FitzGerald? 

Mr. Rooney. The first answer was that you had nothing to do 
with it, and then when I pressed you—and it seemed strange, that 
you would not bave something to do with what they charged the 

assengers in order to arrive at what you were going to pay them 
or subsidy and mail—now you say you do indirectly. Go ahead. 

Mr. FirzGeratp. We are asking Congress for authority to have 
direct control over the fixing of these rates. 

Mr. Gurney. We have asked them each year for quite a few years. 

Mr. Rots. Roughly 5 years. 


PRIORITY OF UNITED STATES MAIL 


Mr. Roonry. Now, does the mail get priority in this traffic? 

Mr. FirzGeravp. Yes. 

Mr. Rooney. There is no question about that, is there? 

Mr. FirzGrraup. No; there is no question. 

Mr. Rooney. How about on the feeder routes? 

Mr. Roru. The regular United States mail takes priority over all 
forms of traffic on any certificated route. The sole exception is the 
experiment that began in October 1953, over two routes that Senator 
Gurney referred to this morning. The Board authorized a ter: porary 
experiment of 1 year between New York and Chicago and Washington 
and Chicago for the carriage of so-called first-class and other preferen- 
tial mail not bearing airmail postage. 

The Board established a much lower rate for the so-called surface 
mail now being transported by air, specifically a rate of 20.04 cents 
between Washington and Chicago, and a rate of 18.66 cents per ton- 
mile between New York and Chicago. That mail and those rates are 
not 4 aes to priority shipments. That is in effect on a space 
available basis 
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USE OF AIRMAIL PRIORITY 


Mr. Rooney. I will read you, in this connection an excerpt from a 
letter from Postmaster General Donaldson, August 6, 1951, addressed 
to the chairman of the Senate Interstate Committee in connection 
with hearings on the airmail subsidy separation bill in 1951. At 
page 716 of those hearings is this language: 

You asked if airmail is really given a priority at the present time over other 
forms of traffic, and if so, whether this priority has been exercised frequently 
and has been costly to carrier. Our regulations are designed to prevent the car- 
riers from leaving the mail behind in favor of other forms of traffic, but in reality, 
this so-called priority exists in theory only. It does not come into play on the 
feeder routes, on practically none of the regional carrier routes, and only occa- 
sionally on the others. 

What have you to say about that? 

Mr. FrrzGeraup. I think the answer lies in this direction—that 
on the feeders they carry practically no substantial volume of mail. 
There is usually space available on any scheduled flight to carry all 
the mail offered. 

Mr. Roonnry. Do you contend that the Postmaster General was 
incorrect in making such a statement? 

Mr. FirzGeraup. I think the statement needs explanatioa. 

Mr. Rooney. Let us not explain it for him. I thoroughly under- 
stand what he says. He says that it does not come into play on the 
feeder routes, or practically none of the regional carrier routes, and 
only occasionally on the others. I do not need you to clarify that. 
Is 1t true, or is it not true? 

Mr. Gurney. That evidently is his statement. If he had told 
that to the Board at any time, or complained, the Board would have 
ordered the airline te take the mail. We have had no such com- 
plaint in the 3 years that I have been there. 

Mr. Rorn. Particularly since Korea the volume of mail increased 
tremendously, and likewise the carrier load factor has improved sub- 
stantially, so they have less capacity available for the mail. I believe 
that the Post Office Department, regardless of the accuracy of the 
statement at the time Mr. Donaldson made the statement, is certainly 
using its priority. I cannot state the exact extent to which they are. 
As | understand how the system works, in effect the Post Office 
Department reserves a given amount of space on each flight, and on 
some of the better flights with the most modern aircraft, the fastest 
aircraft, the amount of space reserved is a very substantial amount. 
For example, a full ton or more. 

Mr. Gurney. I can state definitely that in the 3 years I have been 
on the Board there has not been one complaint from the Postmaster 
General that has come to the attention of the Board where a carrier 
was leaving the mail behind. 

Mr. Rortu. If the carrier does leave the mail behind it is ordinarily 
fined by the Postmaster General, unless there is an adequate reason. 

Mr. Rooney. I take it they do, or did, in view of that statement of 
the Postmaster General, which is to me a very definite one. 


COMPARISON OF SERVICE MAIL RATES WITH CARGO RATES 


With regard to this 45 cents per ton-mile for domestic mail, the rate- 
being paid the Big Four for carrying mail, you claim that that figure 
of 45 cents a ton-mile does not contain any subsidy; is that correct? 
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Mr. Gurney. We do. 

Mr. Rooney. For that matter, this committee has nothing before 
it with regard to that 45 cents a ton-mile by virtue of your claim that 
none of that is subsidy; is that correct? 

Mr. Gurney. Yes. To change the rate we would have to have a 
proceeding under the Administrative Procedures Act. It could be 
started by the Board. The Board could initiate it if we thought that 
it was too low or too high, and the Post Office Department could if 
they wanted to initiate it, or the carrier itself. 

Mr. Rooney. How did you determine that 45 cents a ton-mile 
contains no subsidy? 

Mr. Rorn. That was arrived at after very extensive work over a 
period of several years. Ultimately the case was settled by an 
agreement among all the parties. One of the parties was the Post- 
master General. The Board published its decision and issued the 
final order in September 1951. Of the 45 cents a ton-mile, roughly 
40 cents a ton-mile is the calculated cost of performing the mail 
service and roughly 5 cents a ton-mile is afforded the carriers, the 
Big Four, a profit equivalent to 8 percent on the portion of their 
investment devoted to the mail service. 

Mr. Rooney. Is not your so-called service-mail rate of 45 cents a 
ton-mile to the Big Four approximately twice the average charge 
which they make for freight and express? 

Mr. Rorn. No, sir, it is not. 

Mr. Roonry. What is the comparison between the 45 cents a 
ton-mile and the average charge they make for freight and express? 

Mr. Rorun. For freight, the average charge by the Big Four is 
between 20 and 25 cents a ton-mile, so that the 45 cents is approxi- 
mately double the vield the Big Four are obtaining out of their freight 
shipments, but in the case of air express, the public is paying—using 
round figures—approximately 60 cents a ton-mile to the Railway 
Express Agency and the Big Four airlines receive out of that 60 cents 
a ton-mile roughly 40 cents a ton-mile, so that the Big Four mail rate 
of 45 cents is roughly 5 cents a ton-mile, or 12 percent higher than the 
yield from air express by the air carriers, the Big Four. 

Mr. Rooney. Will you insert at this point in the record an estimate 
of the total of United States mail pay for the fiscal year 1955, giving 
the airlines and the amounts? 

Mr. Roru. It is in the record. 

Mr. Rooney. Is that the total of $138,712,000? 

Mr. Rorn. That is the total mail compensation. 

Mr. Rooney. And it is by airlines? 

Mr. Roru. Yes. 

Mr. Gurney. I can give you a statement that I have here, which 
gives a more full explanation of these rates. I think it would be a 
good idea to have it in the record at this point. It is not too long. 

Mr. Cievencer. Without objection, it will be inserted in the 
record at this point. 

(The statement follows:) 


ComPARISON OF Service Marit Rates Carco Rates 


The Big Four service-mail rate is 45 cents per mail ton-mile. This is a flat 
rate per mail ton-mile which does not vary with length of haul or size of shipment. 
In other words, the Big Four are paid the same 45-eent rate for long-haul and 
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short-haul shipments, as well as for the large shipments and shipments of a single 
pouch weighing only a few pounds. 

Air express takes priority in shipments by the air carriers over air freight but 
air express has a secondary priority to airmail. Under the current air-express 
tariff, the average charge to the public is in excess of 60 cents per ton-mile and, 
after deduction of the handling and various overhead charges and profit of the 
Railway Express Agency, the Big Four have realized a net yield of approximately 
40 cents per ton-mile on air express. 

Although the average vield of the Big Four for air freight is between 20 and 25 
cents per ton-mile of freight, there is a tremendous range in the ton-mile rate 
charged the public for freight shipments. The three principal factors influencing 
the ton-mile rate charged for a given freight shipment are: (1) A much higher rate 
is charged for short-haul shipments than for long-haul shipments, (2) a much 
hicher rate is charged for small shipments than for large shipments, and (3) most 
air carriers have published a minimum charge of several dollars for any individual 
shipment, recardless of how small. 

It is understood that National made a proposal to the Postmaster General to 
carry airmail on the basis of a service-mail rate equivalent to its air-freie ht tariff. 
The Board has been informally advised by National that application of National’s 
air-freight tariff to its actual mail shipments in 1952 would have produced a higher 
average charce to the Post Office Department than the 53-cent ton-mile mail 
rate established by the Board for National’s entire svstem. This result is un- 
doubtedly related to the relatively small size of shipments in comparison with 
air freight and possibly to the shorter haul movements of mail. This serves to 
illustrate the pitfalls in comparing the average charge for freight shipments, 
which might represent relatively large movements over long hauls, with the 
average mail rates which may entail shorter shipments and/or shorter hauls. 

It should also be noted that the UPU rate paid by the Post Office Department 
to foreign carriers hauling United States mail outside the United States and paid 
by foreign governments to United States carriers for hauling mail to the United 
States is substantially higher than the service-mail rates established by the Board 
for the United States international air carriers. For example, Pan American and 
TWA are paid a service rate of 85 cents per mail ton-mile. The UPU rate from 
the United States to Western Europe is a basie rate of $1.91 per ton-mile. 

In the Big Four mail-rate decision, the Board arrived at the 45-cent service 
rate by application of the cost standard. A detailed costing of the mail service 
was made and the 45-cent rate represents the cost of mail including the capital 
costs which represent a fair return on the prudent investment applicable to the 
mail service. In the detailed costing techniques employed, the Board necessarily 
gave consideration to the priority characteristics of the mail service, since mail 
has the right to a priority over all other forms of traffic. In addition to the fact 
that mail has priority over other traffic and can result in the off loading of other 
forms of traffic, many scheduled flights have been operated largely for the con- 
venience of the postal service. 


TWA FLIGHT 960, NEW YORK TO LONDON 


Mr. Rooney. I have a communication which I would like to read 
into the record, addressed to me, which states: 

Our organization, representing 15,000 airline workers, respectfully ask that you 
examine carefully the record-breaking airmail payments being requested by Civil 
Aeronautics Board. These hidden subsidies have frequently been used against 
organized labor and are so being used today as detailed in memorandum supplied 
to you from John Koughan, treasurer of local 520. 

This is signed by James F. Horst, director of air transport division, 
Transport Workers Union of America. 

I have been advised by the Airline Navigators’ Association, Local 
520, of the TWU-CI1O, that under permission granted by the Gov- 
ernment the Trans-World Airlines have been flying flight 960 once a 
week on the long roundabout route from New York via Labrador, 
Greenland, and Iceland to London, instead of the direct route from 


New York to London. 
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Do you know whether or not that is so? 

Mr. Nunnevey. | heard that permission was granted by the 
CAA, not the Board. It comes within their jurisdiction. 

Mr. Rooney. They have that permission? 

Mr. Nunnetey. I so understand. 

Mr. Rooney. That is a subsidized airplane flight, 960 TWA? 

Mr. NuNNELEY. Yes. 

Mr. Gurney. Would they be paid for that circuitous mileage, or is 
that less mileage, the great circle route? 

Mr. Roru. The Post Office would not ay them for the circuitous 
mileage. I would have to check the rate formula, but I doubt if they 
would be paid for any extra mileage. 

Mr. Muuuiean. In that case they would not. 

Mr. Rooney. You have not gotten the question yet. I think we 
can save time if we develop the questioning as we go along. These 
people feel that one of the purposes of the operation is ultimately to 
do away with navigators who are presently required to be carried on 
the direct route. They point out that the roundabout routing is 385 
miles longer than the direct route from New York to London. They 
further point out that traveling this longer route costs Trans-World 
Airlines approximately $1,638.20 extra per week. If carried on for 1 
year since this so-called experiment commenced in July 1953, the 
extra cost to TWA, according to the figures of the navigators union, 
would be $85,186.40 per year. 


ALLOWANCE OF EXTRA COST IN CALCULATING SUBSIDY PAYMENTS 


Now, my question is this: Do the subsidies which you propose to 
pay to TWA include this $85,000 which the navigators claim is the 
extra cost of the experiments which TWA is conducting for the pur- 
pose of doing away with their jobs? 

Mr. Roru. I doubt that the final rate for TWA will include any 
such allowance. 

Mr. Roonry. Is that for the reason you would require that they 
fly the direct route from New York to London rather than by way of 
Iceland and these other places, which make it 385 miles longer? 

Mr. Rorn. No, sir. I think we have to ascertain the economics of 
the situation, specifically what the effect of that particular routing is 
and what the purpose is. For example, if following that routing there 
is an increase in the payload capacity of the aircraft and in that 
maauer they are able to carry additional freight, additional passengers, 
or any other traffic, the revenue from the other traffic would operate 
as a reduction from their subsidy requirements, so I am unable to 
state categorically that we would conclude that the particular arrange- 
ment is or is not an economic one. We would have to hear evidence 
from both sides on it. 

Mr. Rooney. It is not a question of whether or not they are tryi 
to save the money of a navigator by making the flight 385 miles longer? 

Mr. Roru. If they save the salary of the navigator, then to that 
extent the subsidy would be reduced by the salary of the navigator 
that would be eliminated from the mail rate. 
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ADVERTISED ROUTE OF FLIGHT 960 


Mr. Rooney. Do you know whether or not flight No. 960 is listed 
in the system timetable of TWA as stopping at these other points, 
or is it listed, together with other planes, which would make a direct 
flight from New York to London? 

Mr. FirzGeraup. We cannot tell you at the moment. We would 
have to check. 

Mr. Rooney. Will you check that, please? 


PROMPTNESS OF ARRIVAL 


Do you know whether or not it is a fact that flight No. 960 has 
never arrived on schedule and is anywhere from 1 hour and 30 minutes 
to 5 hours and 23 minutes late? Will you check on that, too? 

Mr. FirzGerautp. We will check on that. I wish to point out as 
to the listing of schedules in the schedule book, to the extent they 
fall behind them, that basically that is policed by the CAA. 

Mr. Rooney. It is still your business; is it not? 

Mr. FrrzGerap. It will be, if it becomes a deficiency in service. 

Mr. Rooney. Is it not a part of your economic regulations? 

Mr. FrrzGeravp. That they arrive on time? 

Mr. Roonry. That they arrive on the scheduled time, and that 
the timetable they furnish to the public is of some reliability. 

Mr. FirzGeravp. The way it is written-——— 

Mr. Rooney. Do you go into that? 

Mr. FirzGeraup. The Board does through safety regulations, but 
in safety regulations the block-to-block time of the aircraft is com- 
puted on a formula, and the CAA computes according to that formula 
and requires that 90 percent of the flights be in accordance therewith. 

Mr. Rooney. If that particular flight, No. 960, has never been on 
time, and has always since it started last July been at least 1 hour to an 
hour and a half late, that is of no concern to you; is that correct? 

Mr. FrrzGeravp. It would require a changing of schedules. 

Mr. Rooney. Well, if this flight has been running off schedule since 
last July, if it has, do you not think it is time that the CAB did some- 
thing about it? 


COMPLAINTS NECESSARY 


Mr. Rorn. If the CAB received complaints from anybody about 
that particular flight, an investigation would be made. 

Mr. Rooney. In other words, nothing happens until you receive 
a complaint? 

Mr. FirzGeravp. CAA polices it from one standpoint. We only 
police when we receive a complaint. 

Mr. Rooney. Does part 231, section 231.5 of the CAB economic 
regulations require that a change in schedule be filed with the Board 
10 days in advance? 

Mr. FirzGeravp. That is correct. 

Mr. Rooney. And is it not the fact that TWA has never modified 
its published schedule to reflect the actual en route time, or expected 
en route time, of flight 960? 

Mr. FirzGeraup. We cannot give you an answer until we check 


t. 
Mr. Rooney. Let me ask this question: 
41956—54——-40 
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POSSIBLE ADDITIONAL COST OF FLIGHT 960 


Is it not a fact that an additional subsidy is required to finance 
TWA’s flight No. 960 and that this flight is not in the public con- 
venience and necessity? 

Mr. FirzGeraup. No, sir. They make that change in routing at 
their own peril. If it costs more-——— 

Mr. Rooney. A couple of years later in a mail-rate case you are 
going to find that? 

Mr. FrrzGeraup. We find a great many things in a mail-rate case. 

Mr. Rooney. Apparently not from where I sit. 

Mr. Gurney. If any questions are not adequately answered, may 
we have your permission to answer them adequately? 

Mr. Rooney. Sure. We want you to put your best foot forward. 

Mr. Rorn. May I explain, TWA right now is only receiving 85 
cents a ton-mile as a temporary mail rate for carrying the mail. 
They are not receiving any subsidy for carrving mail over and above 
the 85-cent rate, so that in this final rate proceeding on which we are 
now awaiting the examiner’s report, within the next month or so, the 
question of how much subsidy TWA is entitled to is directly in issue 
and will be determined in that proceeding. So far they have to wait 
to obtain their subsidy for the current period. As far as I know, the 
forecast mail pay that the Board’s staff has advocated for TWA 
would not include an allowance for any uneconomic operation. 

Mr. Preston. Did I understand you to say TWA did not receive 
any subsidy or does not receive it now? 

Mr. Rorn. I stated that in the current period TWA is receiving, 
since October 1, 1953, mail compensation computed at 85 cents a 
ton-mile, which is stated to be a fair and reasonable service rate to 
be paid by the Postmaster General, and the Civil Aeronautics Board 
is currently in each month paying no subsidy whatsoever to TWA 
for its transatlantic operations, nor its domestic operations. 

The figures that you have in front of you, sir, appendix No. 10, for 
the fiscal year 1955 show in the extreme column to the right, total 
United States mail pay of $8,500,000 to TWA, of which we estimate 
$4,361,000 will be subsidy. 

Now, until the Board issues its final decision in that proceeding, 
TWA is receiving payments each month that will produce on an 
annual basis, at the estimated volume of mail, only $4,139,000, 
and they will have to wait until the final decision in that proceeding 
for the subsidy which we believe will approximate $4,361,000. I 
merely want to point out, sir, that each month, since October 1953, 
TWA has not been receiving that subsidy. 

Mr. Preston. Since October. In fiscal year 1954 you show 
figures of $4,487,000 subsidy. 

Mr. Rors. But only a minor part of that will actually be paid 
to TWA until final decision in this case. 

Mr. Preston. Then your statement that they are not receiving 
any subsidy pay is not correct. 

Mr. Roru. Since October i, 1953, my statement is correct. Prior 
to that time, going back several years, they were receiving subsidies. 
Parenthetically, between July 1 and September 30, 1953, TWA, 
for that short period, was receiving even less than what the Board 
regarded as a fair service rate. I believe they were receiving an 
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average of roughly 70 cents per ton-mile for the mail they carried, and 
when the Board issued the order implementing Reorganization Plan 
No. 10, that is, the order establishing service mail rates for each air 
earrier to be paid by the Postmaster General each month, the Board 
had to correct the situation under which the total compensation in 
the form of temporary mail compensation to TWA was only 70 
cents a ton-mile, whereas the service rate to be paid by the Postmaster 
General was in excess of that amount, 85 cents a ton-mile. In other 
words, we had a clearly inadequate rate. 

I might add that TWA has filed a brief with the examiner in that 
proceeding in which they are asking for at least several millions in 
excess of the subsidy that we have set forth as the Board’s estimate 
of what the subsidy will be. 

Likewise, TWA has in the past few weeks filed a statement with 
the Air Coordinating Committee in connection with the National 
Aviation Policy Study now being conducted at the request of the 
President. In that statement TWA contends that the 85-cent rate 
is a grossly inadequate approximation of the fair rate for service mail. 
They claim a truer service rate would be far in excess of that amount. 
The Board’s best judgment so far is that 85 cents is a fair and reason- 
able rate for those operations. 

Mr. FrrzGrravp. There is a point that IT may add. So long as 
the carrier is on an open rate, we do not allow them any return on 
their investment in fixing the temporary rate. The return on invest- 
ment which a company is entitled to is only determined at the time 
a final rate is fixed, so that is one of the complications in this picture. 

As a matter of fact, to give you an example, I understand that 
the current total investment of TWA for its international services is 
such that a 10 percent rate of return would mean that it would be 
entitled to approximately $8 million a year profit before taxes. 


SUMMARY OF ALLEGATIONS 


Mr. Roonry. To conclude with regard to this matter of TWA and 
flight No. 960, I shall read to you certain allegations that have been 
made to me and give you an opportunity to answer those for the record, 
so far as each statement is concerned. 

Trans-World Airlines is currently operating flight No. 960 via 
Labrador, Greenland, Iceland, and Scotland to London. They are 
currently operating with a full-crew complement, but one of the objec- 
tives of the regular once-weekly routing is to determine the feasibility 
of operating this route regularly with no navigator on board. 

1. This route is 385 miles longer each way than the direct route 
New York to London. 

2. According to information supplied by Harmar D. Denny, mem- 
ber, CAB, the cost of operating a TWA Constellation in international 
service is $1.66 per mile. 

3. This flight cannot be made without making at least one fuel 
stop unless the passenger load is restricted to less than half the pas- 
senger capacity of regular Constellation aircraft. In some cases 
sleeper aircraft have been able to make the trip without stopping 
because of their restricted passenger capacity. In nearly all cases, 
however, a fuel stop is made. The cost of ground service and landing 
fees at Keflavik is about $180 per stop. 
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4. The 385 additional miles amount to $639.10. The ground stop 
at Senepig costs about $180. The total additional operating expense 
is $819.10. 

5. A navigator makes it possible for the aircraft to fly the direct 
route between New York and London. A navigator can fly this 
route each way six times per month to earn a monthly salary of $728. 
Six one-way flights by the northerly route cost the company $4,914 


extra. 

6. If TWA saves the $728 salary of the navigator it costs them 
$4,186.60 to do it. 

7. The carriage of one extra passenger in place of the navigator 
might represent a decrease in cost to TWA of about $200, reducing 
their loss to $3,986.60. 

8. It costs TWA $1,638.20 extra to operate flight 960 once a week 
round trip. 

9. The annual cost of this experiment amounts to $85,186.40. 

10. If all TWA flights were routed this way the net loss to the 
company would be $697.10 for each one-way trip without a navigator 
on board. 

11. If TWA averaged 50 one-way trips per week the cost to the com- 
pany would amount to some $35,000 per week or about $1,820,000 
per year. 

12. This money would have to be made up to TWA in the form 
of direct subsidy. 

Will you please insert an answer in the record with regard to those 
statements? 

Mr. Gurney. We will be glad to do that. 

(The information requested is as follows:) 


ANsSWerRs TO ALLEGATIONS REGARDING TWA’s Fiicur 960 


The official schedules filed by TWA with the CAB have listed flight 960 since 
the middle of 1953 as a New York-London flight with no intermediate stops. 
The schedule shows three trips per week and the elapsed time of the flights appears 
to be that of the usual nonstop flight between New York and London. No 
information is set forth in the schedule as to any intermediate stops for this 
flight and if such stops were for operational purposes rather than for traffic 
purposes, the Board’s regulations do not require that they be listed. 

‘The CAB has no information as to delays in arrival time for flight 960. The 


Board does not require air carriers to report arrival ig and only inquiries 


into the question of unreasonable delays in connections with informal complaints 
received by the CAB from the public. 

TWA has not filed any schedule revision reflecting a changed routing for flight 
960 during the past year. 

The extra mileage involved in stopping at Keflavik is substantially coorrect, 
although the Board has no knowledge whether TWA is in fact making an opera- 
tional stop at that point. 

TWA’s cost of operating Constellations in international service is believed to 
be $1.66 per aircraft mile for flying operations, direct and indirect maintenance 
expense, and depreciation 

he CAB does not have information available as to the cost of ground service 
and landing fees at Keflavik. 

The remaining statements included in paragraphs 3 through 11, inclusive, 
appear to be correct from an arithmetic standpoint on the basis of the information 
available to the Board. However, to the extent that the payload capacity of 
the aircraft is substantially increased by means of an operational stop which 
sharply reduces the fuel requirements for the flight, the additional passenger and 
freight revenues potentially attainable on flights making an intermediate stop 
may be sufficient in many cases to offset or even exceed the extra cost of the cir- 
cuitous routing as opposed to a nonstop flight. On the basis of the limited facts 
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available to the Board with respect to this specific inquiry, it cannot be stated 
categorically whether the extra stop referred to constitutes an uneconomic practice. 

In the transatlantic final mail rate proceeding involving TWA’s mail rate for 
its operations to Europe, it is the understanding of the CAB that none of the 
parties to the proceeding has proposed any additional subsidy to cover the extra 
cost of operating New York-London flights by way of Keflavik. 


INCOME PAN AMERICAN AIRWAYS 


Mr. Rooney. Now, with regard to Pan American, I shall read 
certain figures into the record, and if you find these figures incorrect, 
you can state your position with regard thereto. I have been given 
to understand they are from annual reports to stockholders. 

I will first take the year 1950. Gross revenue, all divisions, 
$153,802,000. Total mail pay, $30,975,000. Net income before 
taxes, $6,074,000; 1951, gross revenue, $188,560,000. Total mail pay, 
$33,047,000. Net income before taxes, $11,836,000; 1952, gross reve- 
nue, $205,243,000. Total mail pay, $35,875,000. Net income before 
taxes, $11,093,000. 

Mr. Gurney. I am sure that we do not have the total revenue here 
with us, but we will be glad to furnish the Board’s figures on that. 

Mr. Rorn. Is the question “Are the figures correct?” 

Mr. Rooney. Yes, the question at the moment is, Are they correct? 

Mr. Gurney. We will have to look them up in our records. 

(The information requested is as follows:) 


Revenue and net income before tares of Pan American World Airways, Inc., all 
divisions 


Calendar years 


1950 1951 


Gross revenue $145, 112, 000 , 000 
United States mail revenue , 000 
Net income before taxes 6, 074, 000 000 


Source: Form 41 reports as filed by carrier with CAB. 
DESIRABILITY OF DETERMINING MAIL PAY BY DIVISIONS RATHER THAN SYSTEMS 


Mr. Roonry. Now, as I understand it, or as I have been informed, 
the determination of mail pay with regard to Pan American is com- 
each division; is that correct? 

Mr. Roru. ; for four separate divisions for Pan American 
Airways. 

Mr. Rooney. I further understand that in the past this computa- 
tion for each division has covered varying fiscal periods, so that even 
after the final determination for each division has been made, it has 
not been possible to collate the separate awards in each docket into a 
system result for a given year. Is that so? 

Mr. Rorn. At any one point of time, that is correct, although ulti- 
mately when each division is on a final rate, you can add up the four 
divisions to get the carrier as a whole. 

Mr. Rooney. But at any one time, with your calculations by these 
divisions, you are not able to put the thing together as a system; is 
that right? ; 


1982 
$191, 627, 000 
35, 875, 000 
11, 093, 000 
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Mr. Rorn. We carefully look into the allocations among the four 
divisions of Pan American, for example, and we challenge 

Mr. Rooney. I did not ask you that. I merely am asking you 
about your system. I will get to that in a while. 

You gave me an answer, that at any given time you cannot put 
the whole thing together. They cover varying fiscal periods. 
Correct? 

Mr. Roru. | am not entirely clear what you mean by “putting 
together.”” We have simultaneous financial reports. 

Mr. Rooney. | will give you again the exact question that I put 
before. 

DIFFICULTY OF COLLATING DIVISIONAL AWARDS 


This computation for each division has covered varying fiscal 
eriods so that even after the final determination for each division 
as been determined, it is not possible to collate the separate awards 

in each docket into a system result for any given year. 

Is that true? 

Mr. Roru. From the Board’s records, after the final determination 
of the last final mail rate, it is possible to put it together. I think 
that a layman would have a little bit of difficulty doing it, but the 
company and the Board, or anyone who would go to the trouble of 
going through the Board’s records could put it together. 

Mr. Rooney. Is this so? One of the major benefits to be gained 
from an overall system mail pay result would be the ability to compare 
the adjusted break-even need figures for the company’s books and 
records and published reports for any given year. 

Mr. Roru. In my opinion, the biggest single argument against— 


COMPARABILITY OF FIGURES WITH PAN AMERICAN RECORDS 


Mr. Rooney (reading): 


One of the major benefits to be gained from an overall system mail pay result 
would be the ability to compare the adjusted break-even need figures of the 
company’s book and records and published reports for any given year. 

Mr. Roru. I don’t believe 1 would agree with that statement. 

Mr. Rooney. Can you do that now? Can the average taxpayer 
do it now? 

Mr. Rorn. Yes, sir. The Civil Aeronautics Board is able to do it 
because Pan American keeps its books and records by operating 
divisions as well as for the system as a whole and they are required 
ee file monthly statements with the Civil Aeronautics Board on both 

ases. 

Mr. Roonry. You are working on it by divisions and not by the 
whole PAA system. Therefore it is not apparent readily that your 
results are the same as their published reports to their stockholders 
and their books and other records. Is that right? 

Mr. Rorn. We have a staff of auditors that make checks to make 
sure that there are no discrepancies between their books and the 
reports to the Board. Does that answer your question? 

r. Rooney. That doesn’t answer the question, but we will let it 
stand and ask the question whether or not if I were to get the annual 
report of Pan American, where would I go to in CAB so that without 
too much time I can see whether or not they are the same? 
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Mr. Roru. You would go to the docket section of the Civil Aero- 
nautics Board. 

Mr. Rooney. And there I would find a division report? 

Mr. Rorn. There is a balance sheet of Pan American Airways for 
the company as a whole which should substantially coincide with 
the balance sheet which you would find in the certified statement they 
mail each year to their stockholders. To all intents and purposes 
the balance sheet in the financial report to the Board does not have 
allocations by divisions. 

As to the profit and loss statement, it is my recollection that Pan 
American, in addition to filing a financial statement, that is a profit 
and loss statement for each of its four operating divisions, must file 
a consolidated statement setting forth profit and loss of the combined 
divisions. I think you could compare that with the report to stock- 
holders and there should not be radical differences. 

There are many instances where the reports to stockholders will 
not entirely agree with the reports to the Board just as the reports 
to internal revenue will be different from the reports to stockholders. 

Mr. Rooney. But it would be much easier to see what was going 
= if this were done on a system basis rather than on a divisional 

asis. 

Mr. Rorn. I think system figures are available in the Board’s 
docket section. 

Mr. Gurney. At one time, just a short time age, before we opened 
the Pacific rate, we did have three divisions closed and on a final 
rate. Is that correct? 

Mr. Roru. That is correct. 

Mr. Gurney. We have had in process this comparative rate 
between the TWA and Pan American across the Atlantic. That has 
gone through the hearing process and we are now awaiting the exam- 
iner’s report. When the conclusion is reached for a final rate in the 
Atlantic division, that would be the fourth division on a final rate, 
then the Board, before it makes that final rate, will see that any dollar 
spent for any one particular obligation of Pan American, such as 
salary of the president, is not in total in the four divisions more than 
$1. In other words, when we finish this fourth rate we know what we 
have allocated of the president’s salary to each of the other three 
divisions and then the balance will go in the Atlantic division, which 
is the fourth and final rate to be adjudicated. 


COMPARISONS WITH OTHER CARRIERS FACILITATED BY DIVISIONAL ANALYSIS 


Mr. Roonry. What is wrong with this statement: 


The determination of need mail pay on a system basis would result in a 
tremendous reduction in the relative amount of time spent on 1 calendar vear as 
opposed to all others 

Mr. Roru. In my opinion it would result in an increase in the 
subsidy payments because on a system basis I do not believe there is 
any airline in the world that we could say is reasonably comparable 
with Pan American, but when we break Pan American down into 
pieces we can then start to compare and have a yardstick to compare 
Pan American with other operators. For example, though I do not 
mean to argue a controversial case pending before the Board now, in: 
this transatlantic mail-rate hearing now awaiting decision, we 


630 


have very comprehensive direct comparisons between mail-pay 
requirements of Pan American and TWA in the comparable areas that 
both carriers serve. In other words, one carrier is used as a yardstick 
for the other. If all the operations of Pan American across the 
Pacific, Atlantic, Alaska, and South America were in a single rate we 
would have nobody in the world to compare them with. 


COMPUTED BASIS OF CERTAIN DISTRIBUTED COSTS 


Mr. Rooney. Isn’t it a fact that many of the major items are on a 
computed basis as opposed to an actual basis in computing mail pay? 

Mr. FitzGeratp. Well—— 

Mr. Rooney. You seem to be afraid to answer the questions, 

Mr. Rorn. I am trying to understend the questions. 

Mr. Rooney (reading) : 

Many of the major items in determining mail pay are on a computed basis as 
opposed to an actual basis. 

Mr. Rorn. If I understand the question, I think your statement is 
correct. 

Mr. Rooney. Then let us go on to the next one, then. 

The present divisional method of determining mail pay leads to all sorts of 
theoretical and hypothetical situations which are based on opinion and choice 
of method rather than financial fact. 

Is that correct? 

Mr. Roru. No, sir. I do not believe that is correct. 

Mr. Rooney. 

The allocation of miscellaneous and dividend income among the various 
divisions is one example of needless hypothetical allocation which could be 
eliminated. 

What have you to say about that? 

Mr. Rorn. It certainly could be eliminated but it would have—— 

Mr. Rooney. Because on a system basis the actual book figures on 
miscellaneous and dividend income would be used; would they not? 

Mr. Rorn. That is correct. We do use the actual book figures and 
then allocate them among the four divisions. If we had a single mail 
rate for Pan American as a whole we wouldn’t have to bother making 
that allocation. That would be an advantage of the overall system 
approach, but in my opinion there would be many disadvantages in 

at approach. 

REALISTICNESS OF ALLOCATED FIGURES 


Mr. Rooney. What is wrong with this statement: 


The determination of mail pay on a divisional basis results in hypothetica 
allocations subject to opinion and manipulation insofar as inves capital is 
concerned. This is a computed figure rather than an actual book figure. 

Ts that so? 

Mr. Rorn. It is true that it is a computed figure but I do not think 
it is a hypothetical unrealistic figure. On the aircraft themselves it 
is not computed in a hypothetical sense. We get-reports from Pan 
American Airways setting forth where the aircraft are actually as- 
signed. In other words, on which ocean they are flying, to the extent 
they fly over one ocean. Part of their fleet is pooled. They have 
various aircraft in their so-called Atlantic pool that fly both to Rio de 
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Janiero and Buenos Aires in addition to flying across the Atlantic to 
Europe. 

Mr. Rooney. You are proving my case for me. Isn't it a fact 
computation is based on an assignment to a particular division of 
working capital, equipment and so forth based on the theoretical 
requirement and use in the particular division? Is that so? 

Mr. Rorn. Yes, sir. 

Mr. Rooney. And the fact that mail pay need for each division is 
computed for different periods in separate dockets down in the CAB 
makes it possible to shift working capital, equipment, and other items 
from one division to another with a possible duplication? 

Mr. Roru. No, sir. I believe there is no possibility of duplication. 

Mr. Rooney. You deny that. All right. 

Mr. Rorn. There is only a theoretical possibility. 


ALLOCATION OF INVESTED CAPITAL 


Mr. Rooney. Under the present system is it extremely difficult, 
if not impossible, to determine whether the total of the allocation of 
invested capital for each division is greater than the invested capital of 
the entire division? 

Mr. Rorn. It is possible to check that. 

Mr. Gurney. It goes back to my statement that if they have 100 
million invested capital in the 4 divisions we won't let them come out 
with a total more than that. 

Mr. Roonry. Is it the fact that if the entire system were examined 
at one time a return on invested capital could easily be determined 
without any allocation? 

Mr. Rorn. Yes. 

Mr. Rooney. Because it would be comparatively simple to spread 
the system allowance among the divisions to determine the propor- 
tionate share if that determination were required? Right? 

Mr. Roru. In my opinion it would be simple. 


TAXES 


Mr. Rooney. With regard to taxes, the allowance of net Federal 
income taxes is a computed figure based on a net return on invested 
capital after taxes. To the extent that there is a possibility of an 
overstatement of invested capital there would be a correspondi 
overallowance for taxes based on a net return on invested prea t g 
Is that so? 

Mr. Roru. To the extent a carrier could get by with a claimed 
overstatement of capital he would get an excess allowance. 

Mr. Rooney. But it wouldn’t be so easy for them to get by if you 
didn’t have the divisional system rather than looking at the entire 
system itself? 

Mr. Roru. In my opinion it would be easier for them to get by. 

Mr. Rooney. The allowance for taxes is a theoretical figure for 
each division, is it not, which does not give effect to all the tax 
deductions in the system as a whole? Is that so? 

Mr. Roru. No, sir. We give effect to all the deductions for the 
carrier as a whole. 

Mr. Rooney. It is not a theoretical division for each division? 
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Mr. Roru. We start with the actual certified copy of the Federal 
income tax return filed with the United States Government and 
then we make our computations and adjustments from the actual 
tax return. 

Mr. Rooney. Is it possible that the allowance for taxes in each 
division might total a greater amount than the actual tax liability 
shown on the system corporate tax return? 

Mr. Roru. No, sir. 


NECESSITY FOR CROSS CHECKING 


Mr. Rooney. Now with regard to allocation and expense. Sys- 
tem overhead and other expenses are allocated to various divisions, 
are they not? 

Mr. Roru. Yes, sir. 

Mr. Rooney. Doesn't this necessitate cross checking to determine 
whether there has been a correct percentage allocation to the division 
then under review and a further check that there is not an over alloca- 
tion in the entire one? 

Mr. Roru. Yes, sir. 

Mr. Rooney. Is it the fact that various entries to the corporate 
surplus account affecting income and expense of prior periods are 
allocated by division for mail-pay purposes? 

Mr. Rornu. Yes, sir. 

Mr. Rooney. Is it difficult to determine that the correct effect is 
iven to each division in the proper period and that there are no 
uplications, or is that a simple matter? 

Mr. Roru. | think it is a simple matter for highly trained personnel. 

Mr. Rooney. You would dispute the statement that on a system- 
wide basis all proper system overhead and expense and surplus adjust- 
ments could be determined without any allocation or cross-checking 
between the divisions? 

Mr. Rorn. No. I would agree with that statement. 

Mr. Roonry. You would? 

Mr. Roru. Yes. 


INTERDIVISIONAL TRANSACTIONS 


Mr. Rooney. With regard to interdivisional transactions, are they 
complicated by the fact that the various divisions are examined 
separately and that this results in increased work? 

Mr. Rorn. I believe it results in increased work. 

Mr. Roonny. And upon examination of the division any inter- 
divisional entries should be checked to another division for the contra- 
entry and then when the other division is examined the contraentry 
must be checked again. Is that true? 

Mr. Rorn. I think it is true. 

Mr. Rooney. Is it not the fact that the problem of orderly inter- 
divisional transactions would be greatly reduced if it were accomplished 
at the same time? 

Mr. Roru. Probably so. 

Mr, Rooney. Now with regard to prospective or final divisional 
rates, is it the fact that the determination of a prospective rate for a 
division results in the elimination of an examination for that division? 
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Mr. Roru. Examination by the Board’s auditors? No, sir. We 
make the audit whether they are on a final rate or not, if that is what 
is meant by the question. 

Mr. Rooney. Let me read it to you: 

The determination of a prospective rate for a division results in the elimination 
of an examination for that division. 

Is that so? 

Mr. Rorn. No, sir. We make the examination. 

Mr. Roonzxy. When you are finished, as you have told us pre- 
viously, with regard to these divisions. You still have one left, do 
you, Atlantic division? 

Mr. Gurney. Yes. 

Mr. Roonzry. Those other ones are put away for the time being 
and you are working on another division. Is that so? 

Mr. Rotn. We are not working on the establishment of a mail 
rate for divisions that are closed but the Board staff has under con- 
stant scrutiny, the reasonableness of the established rates. For 
example, just last month the Board reopened the final mail rate for 
Pan American’s transpacific operation. Our analysis indicated that 
from here on out the subsidy might properly be reduced. Parentheti- 
cally if the present rate is not reduced, we did not ask for enough 
money for Pan American in that operation. 

Mr. Rooney. After you have finished with a division and arrive 
at the rate, all those papers and those facts and figures are put away, 
aren’t they? The case is closed. You have set that rate. It is so 
many cents a ton-mile. That is it, is it not? 

Mr. Rorn. Yes sir. Those are put aside. 


POSSIBILITY OF ARBITRARY SHIFTS OF EXPENSE 


Mr. Roonry. Now my question is this: Is it possible then for an 
airline to snift into a division, items of expense, in other words into a 
division already closed, items of expense which would be disallowed 
on your examination of another division? 

Mr. Roru. It is possible if we close our eyes. If I get the question, 
if you mean expenses we disallow on, let us say, the Atlantic division, 
if they shift those costs into a division on a final mail rate it would be 
out of the stockholders’ pocket. Presumably we didn’t make allow- 
ance for those costs. Our worry is that they will shift in the opposite 
direction, that after we allow the costs in the Pacific rate they will 
then take the cost out of the Pacific division, put the cost in the 
Atlantic division, and try to get them all over again. We have a 
staff of auditors to safeguard against that. 

Mr. Rooney. Is it possible that under your division system that 
allowable expenses could be shifted from a division on a prospective 
rate basis to a division on a temporary rate basis? Could it be done? 

Mr. Roru. It is theoretically possible. 


AUDITS TO PREVENT ARBITRARY SHIFTING OF EXPENSES BETWEEN DIVISIONS 


Mr. Rooney. Now with regard to another subject or subdivision 
of the subject of determination of mail pay on a divisional basis rather 
than a system basis is possible divisional profit. Is there a possibility 
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that one or more of the divisions may operate profitably in the future 
and thus have no need for subsidy? 

Mr. Rorn. It is possible, yes. 

Mr. Roonry. And subsidy determinations by you on a divisional 
basis may not give the Government the full benefit of these profits 
since once a division is profitable and has no need for subsidy there 
might be a tendency to shift the allocation of system and interdivi- 
sional expenses and invested capital to those divisions still receiving 
the subsidy. Is that possible? 

Mr. Roru. That is possible and it is a very real problem, yes, sir. 
We take very vigorous and careful measures to safeguard against 
those theoretical possibilities. The fact that the carriers that operate 
both domestically and internationally generally speaking are xe of 
subsidy on a domestic operation and are receiving substantial amounts 
of subsidy for the international operation gives the carriers the incen- 
tive to shift costs over to the division that is on subsidy. Naturally 
the Board staff does everything it can through careful analysis and 
detailed audits of the carriers books and records and the claims they 
make in a mail rate proceeding to safeguard and protect the Govern- 
ment’s interest. In this transatlantic mail-rate proceeding that is 
one of the major issues in the case. 


AIRLINE SUBSIDIARIES 


Mr. Roonry. Now with regard to one airline in particular, this 
airline has extensive investments in many other corporations which 
operate foreign airlines, hotels, radio stations, and so forth. I refer 
to Pan American. Some of these subsidiaries are wholly owned and 
are controlled, and in others the investment represents a minority 
interest. An examination of the form 41’s filed for the system reveals 
that there are many transactions with these subsidiaries which charge 
them for services rendered, to make charges for services received, and 
to pick up a proportionate share of the expense of a joint facility. Is 
that so? 

Mr. Roru. Yes, sir. 

Mr. Rooney. In awarding mail pay you review the records of the 
SOSPAAY, to determine that all expenses are proper and reasonable. 

t! 
{r. Roru. Yes, sir. 

Mr. Rooney. And you spend a lot of time on this and you disallow 
expenses for entertainment, contributions, and so forth, do you? 

{r. Rorn. Yes, sir. 

Mr. Rooney. Is it the fact that if I were to peruse final mail-pay 
dockets that they would not reveal any findings or references to de- 
tailed examination of these subsidiaries? 

Mr. Roru. The subsidiaries of Pan American? 

Mr. Rooney. Any airline. 

Mr. Rorn. It is difficult to make a categorical answer, Mr. Rooney. 
There certainly are proceedings in which relationships with subsidies 
are analyzed. I can recall the Latin America mail-case immediately 
after World War II of Pan American where the question of relation- 
ship of Pan American with its subsidiaries was very thoroughly gone 
into. I believe the decision in that case. 
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Mr. Rooney. That was in 1 rate case, 1 division case. Is that 
right? 

Mr. Rorn. Yes, sir. 

Mr. Rooney. You refer to the situation at the time that that 
division was being examined. Is that right? 

Mr. Roru. Yes. Most of those subsidiaries are in the Latin 
American area. 

Mr. Rooney. I will ask you this question: Is it possible that 
expenditures for unauthorized and nonapproved expenses might be 
made through these subsidiaries and being reimbursed to them 
through the assumption of, (a) either a disproportionate share of 
joint facilities expenses, or, (6) through the payment to them for 
services performed at a liberal or generous rate, or, (c) by failure to 
charge them for services rendered to them, or, (d) by allowing them to 
take over profitable service operations. Is that possible? 

Mr. Roru. Theoretically each of the things you mention would 
be possible, and because of that possibility we have done everything 
in our power to safeguard against the taxpayer bearing the burden 
of unnecessary subsidy to cover those contingencies. 

Mr. Rooney. With these subsidiaries an airline would have the 
ability to manipulate income and expense and would then be able 
to possibly shift generous profits into subsidiaries not being examined 
by you. Is that possible? 

Mr. Rorn. I don’t think so because the Board has access to the 
books and records of any subsidiary whatsoever of Pan American 
Airways. 

Mr. Rooney. If it were possible to do so it would increase the 
airmail subsidy being paid to the operating company, wouldn’t it? 

Mr. Roru. Yes, sir. 

Mr. Roonry. What is wrong with these recommendations: that 
the books and records of all wholly owned or controlled subsidiaries 
should be examined in the same manner as the operating divisions, 
and if this is not feasible then these subsidiaries should be merged into 
the parent organization? 

Mr. Rorn. Offhand I don’t see any objection to that. There 
might be some complications in the international field relating to 
removal of books and records. I, for example, have heard of a problem 
of one carrier in a country in Africa, which carrier has extensive books 
and records relating to its operations in that particular country. I 
understand under Egyptian law that TWA is forbidden to remove 
the accounts and records from Egypt. That is one of the problems 
that might arise in connection with your particular suggestion. 
But aside from some special peculiar international problems I see 
no offhand difficulty with that. 

Mr. Rooney. How long since the Board has examined the books 
of the Aero Porto de Bogota, Ltd.? 

Mr. Rorn. We will have to furnish that for the record. The 
aca is available in the Board’s files if it has been audited at 
all. 

Mr. Rooney. How about the International Country Club? 

Mr. Rorn. I have to check that, sir. May I ask with what air 
carrier that country club is affiliated? 

Mr. Rooney. According to this statement Pan American. They 
~ =~ interested in Bewind Country Club and Caracas Country 

‘lub. 
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Mr. Roru. Does the statement appear to indicate these are sub- 
sidiaries of Pan American or clubs in which they have membership? 

Mr. Rooney. I should think the Board would know what connection 
they might have with them. 

Mr. Roru. | never before heard a suggestion that Pan American 
owns these clubs. They could own them without my knowledge. 

Mr. Rooney. I didn’t say they owned the clubs. They may have 
money invested in them. That is as far as my information goes. 


DISALLOWANCE OF COUNTRY CLUB MEMBERSHIPS 


Mr. Rovu. | think it is true that air carriers like other American 
business corporations will sometimes pay the membership fee of an 
officer and official in a golf club or other similar club, and the Board as 
far as I know has no authority to audit those books. 

Mr. Roonry. Nothing unusual about that, but I wonder if you 
know about these things. This is a favorite stunt of the private utili- 
ties, to buy memberships in golf clubs and country clubs and charge 
them to the company. There is nothing mysterious about it. It just 
so happens I disagree with that way of doing business, but there are 
others who disagree with me. 

Mr. Roru. The Board strongly agrees with you, Mr. Rooney, that 
the taxpayer through airline subsidy should not pay a single dollar 
of the country club memberships. We can cite dozens of mail rate 
decisions of the Board in which the country club memberships were 
disallowed. 

Mr. Rooney. I am glad of that. Pan American owns Inter-Conti- 
nental Hotels Corp.? 

Mr. Roru. I think so. 

Mr. Rooney. They have a very substantial investment there. 
How long since you have gone over their books? 

Mr. Roru. Sir, the last time I looked into it some years ago Pan 
American owned something like 20 percent of the stock of Inter- 
Continental Hotels Corp. 

Mr. Gurney. Will you supply for the record when you audited it? 
May I ask a question which I think will help? 

Mr. Rooney. Yes. 

Mr. Gurney. Is it not a fact that the Board rules require that all 
airlines report any subsidiaries they are interested in? 

Mr. Roru. Yes, sir. 

Mr. Gurney, They must report according to our regulations all 
subsidiaries in which they have a stock interest. 

Mr. Rooney. That is not the point. How long since the books of 
these subsidiaries 

Mr. Gurney. We couldn't settle a mail rate—— 

Mr. Rooney. According to the sheet I have before me they are 
affiliated with 16 corporations. 

Mr. Gurney. Could you supply us the list so we can check it? 

Mr. Rooney. I don’t know as I should furnish you with the 
information. You should furnish the record. 

Mr. Rorn. We have a list. 

Mr. Gurney. We have a list supplied by them of all affiliates, 
subsidiaries, and our Board records require that if they were not 
furnished it would be in complete violation of our rules. 
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Mr. Roru. We will furnish for the record the date of the last audit 
for each of these companies if any was made. 

Mr. Rooney. The time I have taken with regard to these questions 
today has been taken by me more or less by virtue of what I consider 
a mandate of the Congress, the public, the President, both the present 
President and his predecessor, that all this subsidy business should 
be put upon the table. The public wants to know about it. I am 
not arriving at any conclusions merely because I asked the questions. 
1 don’t mean to imply any answer is contained in my questions. 
The answer is your answer, of course. But I do think this business 
of determining subsidies on a division instead of a system basis is 
all wrong. 

Mr. Gurney. It will be put in the record. I was only citing the 
Board regulations based on the law that all air lines who receive any 
money are required to report to the Board every one of those com- 
panies in which they are interested, they are required to give any 
companies or endeavor in which they are interested. 

(The information requested is as follows: ) 


STATEMENT ON AupITs OF PAN AMERICAN WorLp Arrways, INC., AND AFFILIATES 


No complete audit of Pan American has been performed covering the period 
period subsequent to December 31, 1950. The last audit was completed in the 

ring of 1952, and during this audit special information was obtained by the 

oard’s auditors relating to allocations, expense accounts, and investments for 
the period up to the time of the audit for use in the hearings in the Transatlantic 
Final Mail Rate case. 

It has not been customary to perform audits of Pan American’s affiliated com- 
panies or of companies in which Pan American has an investment, since neither 
the expenses nor investments of these companies are recognized in the determina- 
tion of mail rates for the parent operating company. However, with respect to 
International Hotels Corp., the auditors did review the minutes of the finance 
committee and of directors’ meetings. The bases for the allocation of expenses 
to International Hotels Corp. for certain common items of executive expense have 
been examined in the course of the audit, and it has been ascertained that such 
allocations were reasonable and that expenses of International Hotels Corp. are 
not being underwritten through mail pay. 

Investments in affiliates and other investments as reported by Pan American 
to the CAB are as follows: 
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Pan American World Airways, Inc., investments as at Dec. 31, 1952 


Number of 
shares or | Cost or book 
Affiliated companies, separately operated divisions, and other investments prineipal vaies 
amount 
Affiliates: 
Aeronautical Radio of Siam -_. ._- 1,396 5, 233 
Airlines Clearing House, Ine..____. 1 101 
Airlines Terminal Corporation... 143 7, 257 
Cia de Aviacion Pan American Argentina, 8. A. _- 2, 430 12, 500 
East Side Airlines Termina] Corporation 150 24, 000 
Intercontinental Hotels Corporation: 
50, 000 1, 000, 000 
2, 400 71, 
10 1, 
Radio Aeronautica de Cuba, 8. A.: 
574 82, 460 
4 13, 333 
4 12, 046 
Uraba, Medellin and Central Airways, Inc.: 
3, 000 158, 000 
10 51, 000 
Investments, other stocks: 
Aeronaves de Mexico, 8. A.....-..--..-----.---.----. 1, 700 249, 730 
Aeropuerto de Bogota, Lida... ...... 441 252, 722 
Aerovias Nacionales de Colombia. 1, 525, 376 2, 352, 629 
Aerovias Venezolanas, 8. 1, 463 
American Club of Buenos Aires (Simasa) . 2, 498 
Compania Dominicana de A viacion 40, 000 
Compania Mexicana de Aviacion, 8. A_-...-...---.-.--..-----.- 125, 572 523, 018 
Compania Panamena de A viacion, 8, 1,650 33, 000 
Compania Cubana de Aviacion, 8. 000 420, 000 
Expreso Aereo Interamericano, 8. A 71 
Expreso Siderurgica de Paz Del Rio 678 
International Country 125 
Kokusia Hotel Kogyo Kabushiki Kaisha 334 
La Gance Country 1, 200 
Lineas Aereas Costarricerises, 8. 35, 587 
Limeas Aereas de Nicaragua, 8. A-........-.---...-------.--------. 87, 333 
Pan American Grace Airways, Inc. -...-...-.-.-..------------ pieivepieki 50, 000 500, 000 
Servicio Aereo de Honduras, 8. A-.-.-.--.-..--.-.------- spitehambeindduen 800 80, 000 
Bonds: 
Notes: 


Mr. Roonry. When it comes to determining mail pay and subsidy 


do you compare the costs of the companies to which you allow mail 
pay or subsidy with nonsubsidized companies? 

Mr. Roru. Generally not. It is my understanding that, generally 
speaking, by nonsubsidized companies I think you mean the irregular 
carriers. 

Mr. Roonry. Yes. 


|_| 
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Mr. Roru. We do compare the costs with the nonsubsidized certifi- 
cated carriers, but we do not compare them ordinarily with the costs 
of the so-called irregular carriers on whom we do not have the same 
sort of information. 

Mr. FirzGeravp. It is not technically possible to compare the 
irregulars and the scheduled air carriers on detailed item by item. 


COMPARISON OF ESTIMATED 1955 SUBSIDY PAYMENTS WITH PAYMENTS 
IN PREVIOUS YEARS 


Mr. Roonry. How does this figure of $138,712,000 compare with 
the amount spent in the last fiscal year of the last administration, that 
is fiscal 1953? 

Mr. Roru. The total payments to the air carriers, including service 
mail pay and subsidy in fiscal 1953 are estimated to be $129,680,000. 

Mr. Roonny. $9 million more, approximately? 

Mr. Roru. Yes, sir. 

Mr. Rooney. Is it the fact that this total requested at the present 
time, to wit, $138,712,000 is the largest amount of airmail pay ever 
proposed in the history of the Republic? 

Mr. Rora. Yes, sir. 

Mr. Cuevencer. Wouldn’t a figure of how much they carried dur- 
ing that period be enlightening? 

Mr. Rooney. You have that. The average taxpayer doesn’t 
understand this. All he knows is that he has been told that we are 
going to balance the budget, and we are going to cut down. 

Mr. Gurney. Mr. Rooney, would you care to have me make a 
statement about the $9 million increase estimated for 1955 over 
actual 1953? It is about $9 million of difference. About half of 
that difference is in the increased mail pay and about half of the 
difference is in increased subsidy. 

Mr. Roru. That is correct. 

Mr. Rooney. That statement is fair enough. It is illuminative. 
Whether you call it airmail pay or subsidy, the airlines still get 
taxpayers’ cash. 

Mr. Gurney. In 1951 it was $119,697,000, and skipping the year 
as we did in your comparison it rose $10 million to $129,680,000. 

Mr. Rooney. Are these figures correct at the first working page of 
your submission, September of 1953, the total of service mail pay and 
subsidy, total mail payments, 1951, $119,697,000; 1952 it was $122,- 
078,000; 1953 it was $129,680,000; in 1954 it was $136,725,000, and 
in 1955 it was 138,712,000 dollars? 

Mr. Gurney. Those figures are correct. 

Mr. Rooney. A pretty steady succession of increases. 

Mr. Gurney. Yes. 

Mr. Roonry. How far do you suppose this will go up to, Mr. 
Chairman, before it starts to come down? 


REASONS FOR INCREASES 


Mr. Gurney. You will notice there are decreases on the trunk- 
lines. So the increases are in the local service carriers, Alaskan 
carriers, and international carriers. 
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Costs are going up. The Board is mucn concerned over the in- 
creases Wherever they are. It is the Board’s intention to do every- 
thing possible, and we have had many conferences with local service 
lines, telling them where they stand, telling them what we will do in 
the way of different Board orders to help them out, taking off un- 
profitable points, possibly giving them nonstop privileges between 
higher load centers, taking off flights that have proved by a number of 
years of experiment to be not profitable, and actually delete towns 
where the enplaned passengers do not meet a certain minimum. 

We have also asked them to do many things cooperatively, such as 
uniform system of bookkeeping, purchase of repairs possibly in a 
combined way among the local carriers, maintenance shops where 
all local carriers who have used DC-—3’s could have their planes 
serviced cheaper than they can at their own individual service stations. 
Those are some of the things I call to mind which have happened 
recently. Progressively increasing each year as we see these rising 
costs for local service carriers those are some of the things we have 
mentioned. 

There has been a constantly increasing wage rate, the tendency 
being for the employees of local service lines to get the wages up to 
the same figure as those paid to the employees of larger airlines. That 
is pretty hard to resist when the employees vote and have their bar- 
gaining agents and in some cases actually threaten strikes. But every 
endeavor that we can think of is being made by the Board to assist 
them. 

BREAKDOWN OF INCREASES 


Mr. Rorn. If you are finished with your answer, sir, I would like to 
point out that the requested subsidy for 1955 is an estimate of 
$80,252,000 and is $403,000 less than the subsidy appropriation for 
fiscal year 1954, and 

Mr. Rooney. Repeat that, please. 

Mr. Rorn. The requested subsidy for fiscal 1955 of $80,252,000 is 
$403,000 less than the $80,655,000 appropriated for fiscal year 1954. 
The explanation for the $2 million increase in total mail payments, 
that is from 136 to 138 million dollars, lies entirely in the increased 
volume of mail being carried by the airlines. In response to your 
question when will there be a decline in subsidy, with the growing 
population, assuming that as there are more people they will send 
more letters, presumably, unless there is a change in the service rates, 
there will be an increase for generation after generation in the service- 
mail payments as the volume of mail increases. 

Mr. Gurney. Yes. 

Mr. Rooney. You talk of a reduction of $400,000 as compared with 
1954, but isn’t your 1955 figure $5 million more than it was in 1953? 

Mr. Rorn. Yes, sir. 

Mr. Rooney. And $10 million more than it was in 1952? 

Mr. Roru. Yes, sir. 

Mr. Rooney. I am wondering where we are going to get with all 
this. Where is the end of the line? I wonder how the public feels 
about this. These hearings might be disseminated to the extent that 
somebody might read them and find out to some small extent what 
is going on. 
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LOCAL SERVICE CARRIERS 


Mr. Gurney. I believe my statement on increases in pay to local 
service carriers, and that is a big amount of money, jumped up-—— 

Mr. Preston. Where is that? 

Mr. Gurney. First looking at the summary page of our September 
report. It shows since 1951 local service carriers have had an 
increase from $17 million to an estimate in 1955 of $23,841,000. 
Of course these steps the Board is taking will have a progressive effect. 
And if we get to the point where any local service carrier is not justi- 
fied in keeping its temporary certificate it is up to the Board to see 
that that local service carrier is not allowed to make the flights on 
the loss sections or even over the entire system. 

Mr. Roonny. You see, in your opening statement 

Mr. Gurney. In other words, we have to justify all subsidies that 
we request here. 

Mr. Rooney. In your opening statement, Senator, you said you 
supported wholeheartedly, that is the Board supported wholeheartedly, 
the administration’s efforts toward strict economy. That the budget 
you have prepared here is in accord with that approach. Your budget 
includes not only salaries and expenses for CAB but it includes this 
subsidy money? 

Mr. Gurney. That is correct. 

Mr. Rooney. I then look at local service money and find it has 
increased in these 5 years successively from $17,057,000 in 1951 to 
$18,938,000 in 1952; $21,952,000 in 1953; $23,895,000 in 1954; and to 
$23,841,000 in 1955. Can’t you do anything about this? 


Mr. Gurney. We can do something but there are some we cannot 
do anything about, such as increased wages, increased cost of materials. 
The local service carriers purchased their DC-3 airplanes from surplus 
stocks after the war, and at the same time cae made heavy purchases 


of spare engines. Gradually they will work out of those low-cost 
parts and replacement engines, and will progressively have a higher 
cost. These costs get out of all reason so the Board must take steps 
either to stop it, if it is an experimental line, or do other things that 
will keep the cost down. I believe I told you some of the steps the 
Board is taking to that end. 


GROWTH OF REVENUES 


Mr. Rooney. Well, in your statement, Senator, at page 10, with 
respect to payments to air carriers, you point out, concerning local 
carriers, that the commercial revenues of these carriers have shown a 
substantial and steady growth, from $3,489,000 in 1948 to $23,496,000 
in 1953. I find myself at a loss to understand how these subsidy pay- 
ments go up over these past 5 years in view of that statement. 

Mr. Gurney. Some of the increases in expenses are on account of 
the inflation in the different costs. I should like to have Mr. Roth 
give you any detailed answer he can. 

Mr. Rorn. Yes. There are additional operations that are included 
in the 1954—55 subsidy estimates that were not in operation previously. 

For example, the State of Arkansas had no local service operations 
whatsoever up until the past year. Now, there is a certain cost for 
at least this experimental period of the operations there. 
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An illustration that you may be familiar with, sir, is the New York 
Airways, for which there is no subsidy estimate whatsoever for fiscal 
year 1953. 

Mr. Roonry. They were not operating in 1953; were they? 

Mr. Roru. For a part of the fiscal year 1953 they were in operation, 
but at that time they only carried mail, and therefore the Board 
felt that since mail was the only traffic we should not designate any 
portion of it as subsidy. 

Mr. Roonry. I do not think you need to differentiate as between a 
helicopter and a DC-4. 

Mr. Rorn. I was merely trying to say, sir, that between 1953 and 
1955 $1,371,000 is accounted for by the estimated subsidy for New 
York Airways. 

Mr. Rooney. Whenever I have listened to the justifications over 
all of these years for the Civil Aeroanutics Board, and whenever I 
meet you folks across the table, I just cannot understand why these 
subsidies mount and mount and mount. I am also suspicious that 
perhaps things are not gone into in the right way insofar as the sub- 
sidies and mail payments are concerned. 

I am reminded of the time when the Lockheed Aircraft people put 
out a Constellation with a defective smoke-detector device down in the 
tail, and those planes were grounded for weeks. This Board came 
here and said that they reimbursed the airline for the loss of revenue 
on those planes by virtue of their sitting on the ground while their 
smoke-detector devices were being fixed. 

Mr. Gurney. Mr. Chairman, we have a prepared study here on 
the local service lines, which accurately sets forth the Board’s program 
on the local service carriers. 

It states here just about what I have said: 

The problem faced by the Board regarding the local service carriers is the upward 
trend of their operating expenses and their subsidy requirements, in spite of their 
gratifying upward trend of traffic and revenues. 

Solution to the problem lies in first, short-term actions by the Board or the car- 
riers or both, in order to reduce the carrier’s expenses or increase their revenues 
from present services; and, second, longer-term actions by the Board toward 
improved and more profitable route structure of the local service carriers. 


One more point: 


In current renewal proceedings the Board will examine results at each station 
served and will decide whether or not the public benefit is sufficient to warrant 
the support required: 


‘i = goes on, citing much the same information we have tried to 
ighlight. 
— suggest, Mr. Chairman, that we should have that in the 
record. 
Mr. Cievencer. That is all right. 
(The information is as follows:) 


PREPARED STATEMENT ON Loca. Service CARRIERS 


The 14 local service carriers are those operating within the continental United 
States which are not of the size or character of trunklines but have been certi- 
ficated essentially to provide services to smaller communities with relatively less 

otential to economically support these carriers, and to funnel traffic to and 
rom the larger urban centers. At the present time these carriers are authorized 
to serve a total of 419 communities in the various States. Of the 355 communities 
actually receiving service, 180 are exclusively local service stations so that without 
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local air service these communities would have no regularly scheduled air trans- 
portation system whatsoever. 

Local service was initially certificated on an experimental basis for a limited 
period of time as a result of a formal investigation conducted by the Board begin- 
ning in 1943. One carrier began operations in 1945 and four more in 1946. 
Certifications since then have brought the number of carriers to a high of 18 in 
in 1950-51 but currently this number has been reduced by the Board to 14. 

Establishment of these services on an experimental basis was effected by making 
their certificates of limited duration. This limitation was provided for speci- 
fically in order to permit the Board to review periodically the results of these 
operations and to determine whether such services could be provided along 
sound economical lines to meet the needs of the smaller communities in the 
United States which would otherwise be without reasonable access to air trans- 
portation. 

The steady and substantial growth of these carriers, and the extent to which 
the relatively smaller communities over the country have come to rely on their 
services in the past six years is shown by the following figures: 


Local service carriers, scheduled service 


Revenue} Mail Express | Freight Com- 
Fiscai years of car- ton- ton- ton- ton- of pas- | mercial 
revenues 


As the foregoing table indicates, this segment of the air carrier industry which 
is still in the developmental stage, has shown an increase of 488 percent in total 
traffic from 1948 to 1953, an increase of 499 percent in number of passengers 
carried, and has developed commercial revenues almost 600 percent greater than 
in 1948. It should also be noted that these carriers, by being available to the 
Post Office Department for transportation of mail, provide a service which would 
otherwise not be possible for the people and industry in these communities. 

The problem faced by the Board regarding the local service carriers is the 
oon trend of their operating expenses and their subsidy requirements, in spite 
of their gratifying upward trend of traffic and revenues. 


SOLUTIONS BEING EXPLORED 


Solution to the problem lies in first, short-term actions by the Board or the 
carriers or both, in order to reduce the carrier’s expenses or increase their revenues 
from present services; and, second, longer-term actions by the Board toward 
improved and more profitable route structure of the local service carriers. 

n current renewal proceedings the Board will examine results at each station 
served and will decide whether or not the public benefit is sufficient to warrant 
the support required. In addition, the Board’s staff has completed a detailed 
analysis of ‘‘loss’”’ stations, and the Board has requested the carriers to make 
immediate application for authority to suspend service at such loss stations and 
over loss segments. 

The Board is giving increased attention to the dollar benefits to be derived from 
authorizing the local service carriers to skip-stop service at certain low-traffic 
communities, in order to reduce the expense and to increase traffic and revenues 
from other communities along the route which would benefit from faster service 
to major terminals. 

Also under active consideration are means by which carrier management can 
decrease its costs in certain areas, particularly in general and administrative 
expenses and in maintenance of aircraft. The Board is actively encouraging the 
carriers to combine and centralize their purchase contracts, such as for fuel and 
oil, overhaul of aircraft, and negotiation with manufacturers for spare parts 
contracts. The Board is also actively encouraging the carriers to jointly operate, 
at individual cities, facilities such as ramp, maintenance, and service. 


! 
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12 6, 490 221 143 159 317 $3, 489 
17 11, 545 410 240 359 544 3, 393 
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In reviewing the route structure of the local service carriers the Board will 
aim at not only authorizing new services whose revenue potential is strong, but 
at increased participation of the carriers in known short-haul markets of high 
density and in the long-haul markets generated by major terminal cities. 

The Board during the past 3 years has considered trunkline suspensions at 70 
cities, and has authorized suspension in favor of the local carrier at 35 of the 
70 cities. As a result, such local carriers are benefiting from the carriage of the 
total traffic on-line to and from those cities. The Board at the present time is 
making a study of further trunkline suspensions which would be beneficial to 
the loeal service carriers, and which would allow in some cases the extension of 
their routes to other and stronger terminals. In this manner, the 1oute structure 
of the existing local service carriers would be, it is felt, considerably strengthened. 

Certain savings are possible in combinations of carriers, and the Board is 
considering the feasibility of an investigation covering the merger of certain local 
carriers. So far in the history of the local service industry, the Board has author- 
ized the merger of 5 companies into 2 carriers, and it in active process an 
acquisition proceeding on which the Board will reach decision in the near future. 

There may be an opportunity to increase the carriers’ revenue by adjustment 
in fares. The Board is exploring with the carriers the possibility of increasing 
total revenues through fare increases, and will encourage experimentation with 
higher fares while at the same time closely watching the response of traffic to 
such fares. 

The local service carriers have only been operating for an average of about 5 
years, With some carriers in operation for as little as 3 years, and are, therefore, 
still in the initial stage of development which is characterized by relatively low 
revenues and high costs, resulting in the need for substantial subsidy support. 
However, it should be remembered that as recently as 1951, the subsidy require- 
ment of the domestic trunkline carriers was $18,881,000 comvared with $3,566,000 
estimated in 1955. By cooperative effort on the part of the Board and the carriers 
with particular reference to the areas mentioned above, it is believed that the 
subsidy requirement of the local service carriers can be significantly reduced and 
that as a class they will develop into an important and progressive segment of 
our air transportation system. 


Mr. Roonnzy. That is all very nice. It may be gratifying to some- 
one. 

Mr. Gurney. It is a job we have to do. 

Mr. Roonzy. I do not know how much the public will be gratified 
when it finds out what this is all about. 

Mr. Gurney. Mr. FitzGerald, will you make your statement to the 
committee. 

Mr. FirzGeravp. I should like to make this statement, sir: We 
are focusing here on the local service carriers. The bulk of the serv- 
ices of the United States is performed by trunklines. Almost wholly 
they are off subsidy today. It is down to something like $3 million, 
for the trunks. The bulk of the service within the United States 
today is performed without subsidy. ; 

The local service is a problem, because we are dealing with the 
fringes, the small areas in the country. 

Mr. Cievencer. Mr. Preston? 

Mr. Preston. The subject has been pretty well covered, already, 
I think. 

Mr. Gurney. Thank you. 

Mr. Preston. I have just 1 or 2 very brief questions. 


CONTROL OF DOMESTIC RATES 


I was interested in what you had to say, Senator, about ratemaking, 
with reference to overseas flying, and the tariffs that were filed wit 
the CAB. On your domestic rates, do you have anything to do with 
that other than to have them on record? 
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Mr. Gurney. Yes, we do. We have full authority on domestic 
rates. The carriers do file them. If they do not look right to us 
then we suspend them and investigate. 

Mr. Preston. I thought that was true, but in view of the comments 
made about the other rates I just wanted it to be clarified. 

Mr. Gurney. That is the same as we do in the Territories. Re- 
cently increased passenger rates were filed, at the suggestion of the 
Board, for services in the Hawaiian Islands. In the last few days 
the proposed fares went up 12 percent, which gives $600,000 a year 
of benefit on the subsidy bill in the Hawaiian Islands. 


CHECKING OF SCHEDULES BY CAA 


Mr. Preston. Did someone state here today that the checking of 
schedules was done by the CAA, as to whether they maintained their 
schedules? 

Mr. FirzGeracp. I said that, sir. 

Mr. Preston. Are you sure of that? 

Mr. FrrzGerautp. They have schedule checks for different purposes. 

Mr. Preston. I mean for being late or on time. 

Mr. FirzGeraup. They have a check on it to the extent that the 
schedules are accurate. You see, they have many agents in the field, 
and they do check to see that the elapsed time between stations is 
correct. We make a check of schedules, but we do not get perform- 
ance reports and check them against those schedules. 

Mr. Preston. Unless there is some complaint it would not come 
to your attention? 

Mr. FrrzGerraup. That is correct. 

Mr. Roru. The schedules are required to be filed by the regulations 
that one of you gentlemen cited previously this afternoon. They are 
required to be filed with the Board on 10 days’ notice. 

Mr. Presron. I understand that. The proposition of being late 
and taking off late, as is so often the case, only comes to your attention 
when someone is displeased or unhappy and calls it to your attention? 

Mr. Rorn. Yes, sir. 

Mr. Rooney. How many people do you have over there taking 
those complaints? 

Mr. Gurney. We get those every day. 

Mr. Roru. There are two people on all types of complaints. 

Mr. Preston. I am prepared to state, having just done a good deal 
of flying overseas on some American airlines, that they maintain poor 
schedules so far as their departures are concerned. After they get into 
the air it is all right, and they usually get there in the estimated time; 
but there is not much certainty about when they are going to take off. 
They tell you when they propose to take off, but so often you get a 
call that it is going to be delayed and sometimes after you get to the 
airport you are advised that the flight is going to be delayed 2 or 3 
hours and there you sit. 

Mr. Bow. Would the gentleman not agree that that was true of the 
foreign airlines, as well as the American airlines overseas? 

Mr. Preston. It certainly was true of all of them. 

Mr. Bow. I simply mention that, because you had said it was the 
American airlines. ; 

Mr. Preston. Certainly. 
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Mr. Gurney. We have some very rigid safety regulations. If an 
engine backfires or a sparkplug goes out, on the tuneup, they are 
ordered back and ordered not to leave until it is fixed. 

Mr. Preston. Senator, I would be in favor of that, but I do think 
that they ought to let us know when they have these difficulties. 
They just tell you it is late. If they told you they had a little engine 
difficulty it would worry the passengers, I suppose. 

Mr. Gurney. Most of our complaints come in when they have sold 
them seats and then the passenger gets down there and cannot get 
on, or something like that. 

Delays in schedules do come in in some volume. Each complaint. 
is looked at and transferred to the carrier, and they have to send back 
an explanation to the Board. That goes in to our safety regulations 
people, to Mr. FitzGerald’s department, or any place where anything 
can be done about it. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. That is all, Mr. Chairman. 

Mr. Cievencer. Mr. Sikes. 


REVIEW OF SUBSIDIES 


Mr. S1xes. How frequently do you review the basis on which 
subsidies are granted? 

Mr. Gurney. Mr. Roth I believe can answer that, Mr. Sikes. 

Mr. Roru. We are now preparing a staff study for the Board ap- 
proximately 4 times a year. After we get a quarterly financial state- 
ment from the carriers we will advise the Board of any carriers whose 
mail rate might on the surface appear to be excessive, and call the 
Board’s attention to the factors that might point to the mail rate 
appearing to be excessive. If we have a recommendation to make 
to reopen the mail rate, we would normally do so at that time. 


PURPOSE OF PAYMENTS 


Mr. Stxes. Do you make payments to airlines on any basis other 
than for miles traveled and for mail carried? 

Mr. Roru. We subsidize the scheduled operations of a particular 
air carrier, and in effect the subsidy includes an amount to make up 
for the losses or the inadequate revenues being paid by the com- 
mercial users of the service. That is, if they in effect are not getting 
enough money from their passengers and freight customers, plus the 
service-mail compensation, the subsidy makes up the balance, after a 
screening out of their costs under the standards of the act. 

Mr. Sixes. Is it true that you actually subsidize only the operation 
of airlines having mail contracts? 

Mr. Ror. The only carriers that can receive subsidy are holders of 
mail certificates. 

Mr. Gurney. Let me answer that, if may. The Post Office makes 
the mail payments, and they weigh the mail, and they know how 
many miles it is going. They take the weight times the miles, and 
that makes up the Post Office payment on mail payments. 

Mr. Sikes. Then on what basis do you allocate additional pay- 
ments? 
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Mr. Gurney. On subsidies we tell them how many flights they 
can make on each segment of the line. I am talking about domestic 
and international. We tell them how many of those flights we will 
subsidize. 

If they overschedule they do that at their own peril. I would 
like to have Mr. Roth tell you how much of a disallowance we made 
in settling with Pan American in their Latin American case, for the 
flights disallowed. 

Mr. Rorn. I believe it was about 3% million for the pay period 
involved in that proceeding. 

Mr. Gurney. Where they flew more flights than we thought were 
authorized there was a reduction of that much money. 

Mr. Rorn. Mr. Sikes, were you trying to get information to 
determine what type of rate formula is established by the Board to 
pay the air carriers? I am just trying to find out whether Senator 
Gurney and I have answered the question. 

Mr. Sixes. I think that information might very well be inserted 
into the record. 

SUBSIDY FORMULA 


Mr. Roru. The subsidy is a figure that remains after deduction 
each month of the service-mail pay paid by the Post Office Depart- 
ment to each air carrier. The Board sets an overall rate pursuant 
to section 406 of the Civil Aeronautics Act. That overall rate 
includes subsidy- and service-mail pay. After deducting the service- 
mail pay the balance is subsidy. 

That overall rate for a subsidized carrier is ordinarily expressed as a 
given amount per revenue plane-mile flown. Occasionally it is 
expressed as an amount per seat-mile flown, which is the same concept 
as a plane-mile flown. 

For many subsidized carriers the Board has also established the 
so-called sliding-scale formula, under which the mail payment each 
month to the carrier—that is, the subsidy—varies inversely with the 
passenger-load factor attained by the carrier. Accordingly, as the 
carrier improves his load factor and needs correspondingly less subsidy 
this type of sliding-scale formula automatically gives him the lower 
subsidy amount; and conversely when the load factor drops so that 
he needs more subsidy the formula automatically produces more 
subsidy. 

PROFIT GUARANTIES 


Mr. Srxzs. In effect, is the Government guaranteeing a profit to 
the airlines? 

Mr. Roru. No, sir. The best proof of the fact that a profit is not 
guaranteed to all the airlines is to glance at a profit and loss statement 
or a stockholder report for the different air carriers for various years. 
You will frequently see a given air carrier with a loss or a token profit 
on the operation because of disallowances made by the board in the 
subsidy rate. 

Mr. Sixes. Do you think those are realistic statements? I think we 
- will accept the fact that they are a very expensively operated 
industry. 

rag There is a high cost to meet safety requirements. 

Mr. Stxes. There appears to be a lot of window dressing; a lot of 
frills which would seem to be a part of public relations; plus many high 
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salaried officials. I cannot see that these have anything to do with 
a requirements. Does the Government subsidize those activities 
so? 

Mr. Gurney. I did not mean wages; I meant equipment. 

Mr. Roru. Senator Gurney, it might be well to point out that the 
Board has frequently disallowed part of the salaries of the top officials, 
above a prescribed standard for the particular type of operator. 

For example, for the local service carriers the subsidy mail rate 
decisions of the Board have normally disallowed any annual payment 
to the top official in excess of $15,000 a year. I believe there are 1 or 2 
carriers paying as much as $25,000 a year. In effect the stockholders 
of a carrier of that type are contributing $10,000 of the president’s 
salary, and the subsidy includes an allowance for only a maximum of 
$15,000 a year. 

SUBSIDY PHAK REACHED IN 1954 


Mr. Stxes. Do you propose to reduce the subsidies in fiscal 1955 in 
the overall amount? 

Mr. Roru. In comparison with 1954? 

Mr. Sixes. In comparison with 1954. 

Mr. Roru. It is our best estimate that the 1955 subsidy will be 
$403,000 less than the subsidy appropriation for 1954. 

Mr. Sixes. Apparently, from the information brought out by Mr. 
Rooney, the amount of subsidy is continuing to increase and has been 
doing so over a period of years. Why is that? 

Mr. Rorn. It has continued to increase until it reached a peak in 
1954. Maybe I should not say ‘‘reached a peak” because 1954 is not 
yet over; but it is estimated to reach a peak in 1954 of $80,655,000. 

We believe—and have based our budget request and projection on 
the belief—that for 1955 there will be a drop of $403,000; so that I 
hope, although we have not yet made an estimate for 1956 fiscal year, 
that the on of the subsidy requirement will be the year 1954. 

Obviously there are many factors that have a radical effect on sub- 
sidy, including the very important factor of general business condi- 
tions for the United States. If business conditions remain at the 
general level where they have been over the past few years, then we 
certainly feel hopeful that the peak will have been reached in the cur- 
rent fiscal year. 

I think the Board would be very disappointed if they could not 
come back in 1956 and show some further improvement. But I 
think it is significant that even though the $400,000 drop in 1955 may 
appear to be a token drop, out of $80 million, the fact that it goes down 
a token amount, whereas the previous year went up $5 million, might 
point to the possibility of what is to come. I certainly hope that is 
true. 

Mr. Sixes. In what ways do you hope to accomplish this? 

Mr. Roru. I think Senator Gurney was describing the type of 
Board action that the Board intends to pursue with the objective of 
minimizing the subsidy bill. That is, where there are any improve- 
ments that can be suggested by the local service carriers, to deal with 
that group for a moment, to improve their route structure, the Board 
has indicated that it wishes to work out improvements in the route 
structures so that the amount of subsidy the carriers will require to 
operate profitably under efficient management will gradually decline. 
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POTENTIAL ECONOMIES FROM COMPETITION 


Mr. Sixes. Do you feel that if the airlines were made to realize 
that they must achieve economies within their own operations because 
Government subsidies definitely are to be reduced they could do so to 
a considerably greater extent than present plans call for? 

Mr. Gurney. I might answer that a little bit. You are cognizant 
of that directive from the Board. 

For instance, there is a variation in the maintenance expense of 
these DC-3 aircraft, as among the local service carriers. Some of 
them get down in the low $20’s. Some of them ask for maintenance 
expense per hour in the air of above $30. Some of them are down to 


0. 

The Board disallows dollars per hour from the requests of these 
carriers. 

They are very sure that the Board is watching every item of expense, 
such as the percentage of overhead, the administrative overhead, the 
percentage for advertising, the cost of selling tickets, even telephone 
expense and maintenance cost of their repairs and replacement engines, 
and all of those things. They are all gone into. There is a long 
list. Hours and weeks are spent by the staff, and certainly the Board 
gets it thrown at them every time a mail payment comes up. 

We compare the costs with other like airlines. 

I believe we are doing a pretty good job of letting the local service 
lines know that it is up to them to make a good record and a better 
record in order to stay in business. 

Mr. Rorn. Sir, I think it is proper to add that the carriers have 
indicated by direct statements a consciousness that with subsidy 
separation, now that the public and the Congress know the amount 
of subsidy in an identifiable amount, this committee is going to be 
reviewing very carefully the subsidy estimates. I think that is one 


of the very healthy aspects of Reorganization Plan 10, the subsidy 
separation. 


r. Stkes. That is all, Mr. Chairman. 
Mr. Bow. Mr. Chairman, I have one or two more questions. 
Mr. Cievencer. Mr. Bow. 


PRESENT DOMESTIC MAIL SYSTEM 


Mr. Bow. I wonder if you would agree with this statement: That 
today more than 98 percent of all mail carried by domestic scheduled 
airlines is free of airmail subsidy from the Government. 

Mr. Gurney. Approximately. I have heard it said as 97 percent. 
It is right in there; 97 or 98 percent; yes, sir. 

Mr. Bow. Do you agree with this statement: Due to the lower 
Post Office payments for carrying the mail, the scheduled domestic 
trunk airlines receive 21 percent less pay for carrying 48% percent 
more mail in 1952 than in 1950? 

Mr. Gurney. You are getting into percentages. Let Mr. Roth 
answer that. 

Mr. Roru. I do not have the exact figures, but it sounds correct, sir. 
Mr. Bow. Would you agree with this statement: That currentl 
the airlines carry 72,600 tons of mail to all domestic and foreign desti- 
nations of significance; in 1953 nearly 71,100,000 ton-miles of mail 
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moved via the domestic carriers, and another 30,800,000 ton-miles 
via United States flag international airlines? Now that separate 
identification of subsidy has been established for domestic and inter- 
national carriers, this airline service will provide a profit for the Post 
Office Department during 1953 equal to $21.1 million. The domestic 
produces of this amount $14 million, which represents a 10-percent 

rofit on the gross airmail business done, which is a considerabl 
arger percentage than the domestic airlines themselves made; while 
the international portion is $7.1 million, which represented a profit 
level of 21 percent on gross volume of international airmail revenue. 

Mr. FirzGrraup. We do not have those figures. 

Mr. Bow. As in the other cases today, take the question and pro- 
vide the answer for the record, if you will, 

Mr. Mutuiaan. Yes, sir. 

(The information is as follows:) 


Comparison of mail pay and mail ton-miles of the scheduled domestic trunk 
airlines for the fiscal years 1950 and 1952, according to reports filed with the CAB. 


Fiscal year | Fiscal year | Percent 
1950 1952 


change from 
1950 


International and overseas airlines.._.............------------- 1 22, 666, 959 

1 Does not include 5,973,630 ton-miles of foreign mail, the postage revenue from which is collected by foreign 
governments, 


Profit to Post Office Department from airmail service for fiscal year 1952 (data for 
1953 not yet available) 


Domestic airmail service payments to airlines. _..-- $38, 565, 561 
International airmail service payments to airlines__._....-------- 15, 089, 056 
Profit from international airmail__.-.......-------------- 6, 719, 126 
Total profit, domestic and international __-------.-------- 16, 499, 792 

Profit. as percent of gross revenue: 


Note.—Expense data from table 101-A of Post Office Cost Ascertainment Report for fiscal year 1952; 
revenue data from table 100. 


|| 
oa ton-miles for the fiscal year 1953, according to reports filed with the 
‘AB: 
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INCREASED BUDGET ESTIMATE NOT ATTRIBUTABLE TO RISE IN 
SUBSIDY 


Mr. Bow. This increase shown here is your increase of payment by 
the Post Office to the airlines for carrying mail; is that not correct? 

Mr. Gurney. For an increased volume. 

Mr. Bow. Yes. 

Mr. Roru. The increased 1955 over 1954? 

Mr. Bow. Yes. 

Mr. Rornu. Yes, sir. 

Mr. Bow. You would expect that if you have a healthy condition 
in the country and a healthy condition in the airlines that will continue 
to increase; will it not? 

Mr. Rorn. I certainly hope so; yes, sir. 

Mr. Bow. And that amount actually is what creates the profit in 
the operation of the airmail branch of the Post Office Department? 

Mr. FirzGrraup. That is correct. 

Mr. Bow. So when we take this one figure that you show here of 
service mail pay, that in fact is not a charge against the taxpayer; is it? 

Mr. Roru. That is correct. 


REVENUES 


Mr. Bow. Now, I have before me some figures on this question of 
revenues, the passenger revenues of the airlines, mail revenues, 
express, and freight, and other revenues, and total operating revenues; 
but only down to 1952, starting in 1941. 

Do you agree with the fact that in 1941, for instance, the United 


States mail revenue for the airlines constituted about 23.32 percent 
of their revenues? 

Mr. Roru. I do not have the figure in front of me, sir. It sounds 
like a correct figure. 

Mr. Mu uican. We will check that for the record. 

(The information is as follows:) 


Percent United States mail revenue to total revenue for year 1941 domestic trunk lines 


Total revenue $92, 311, 134 
United States mail revenue $22, 696, 351 
Percent United States mail 23. 32 

Mr. Bow. In 1952 the percentage of the total of gross revenues by 
the airlines from the United States mail, instead of being 23.32 percent 
is 4.74 percent. 

Mr. FirzGrra.p. I believe that would be for the domestic carriers 
as a whole. 

Mr. Bow. So that percentagewise it is coming down each year in 
the amount of the percentage of revenue income. The passenger 
revenues have been going up? 

Mr. Gurney. That is right. 

Mr. Bow. To where in 1952 the figure I have is that the total op- 
erating revenues of the airlines—talking now about domestic trunk- 
lines—in passenger revenues were 87.55 percent, in mail revenues were 
a total of 4.74 percent, in express and freight revenues were 0.4 
percent, and in other revenues were 2.31 percent. 

Will you check that for the record? 
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(The information is as follows:) 


Total operating revenues of domestic trunklines, year 1952 


Class of traffie Amount 


Express and freight 
Other revenues 


768, 014, 593 


Mr. Bow. You have the same experience, I believe, with the 
internationals. In 1941 United States mail payments totaled 40.73 
percent of the total operating revenues, whereas in 1952 it was 15.68 
percent, Will you check that and see whether that is correct? 

Mr. Gurney. We will check all these figures and put the answers 
underneath the questions in every case. 

(The information is as follows:) 


Percent United States mail revenue to total revenue United States international air 
carriers 


1941 1952 


$314, 918, 902 


$36, 388, 930 
38. 12 16. 36 


Mr. Gurney. I might say, Mr. Bow, while we have an interlude, 


that when I came on the Board in 1951 the Big Four were getting 

about 60 cents per ton-mile. Since I have been on the Board, in that 

short period, it is down to 45 cents, which makes a tremendous saving. 
Mr. Bow. I believe that is all at this time. 


MAIL RATES 


Mr. Coon. I should like to ask one question. You said that the 


rate was 20.04 cents on first-class and other preferred mail from 
Washington to Chicago. 


Mr. Rorn. 20.04. 

Mr. Gurney. But not on airmail. It is surface mail, 3-cent mail. 

Mr. Coon. What does the railroad get for hauling that same mail? 

Mr. Gurney. The Post Office figured out the cost and said on an 
experimental basis to the Board, ‘‘Will you allow the airlines to carry 
the mail at that rate?” 

Mr. Coon, The same rate, you mean? 

Mr. Gurney. Yes; 20.04 and 18.66. The Board said, after the 
airlines had agreed to try it, “Yes, for an experimental period start- 
ing October 1, 1953, and ending September 30, 1954.” 

‘Vr. Ror, I think part of your question, sir, was: Is this com- 
parable to what the railroads got? 

Mr. Conn. That is it. 

Mr. Rotn. The railroads actually collected something less than 
that. This was on the basis of a study by the Post Office as to the 
sum of what they paid the rail carriers plus the additional savings 


Percent of total 
$671, 257,035 87. 40 
35, 910, 283 4.68 
41, 382, 189 §.39 
dna 19, 465, 086 2. 53 
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for what they would have paid but for the elimination of the railway- 
mail clerks, the salaries and per diem expenses, and any other mis- 
cellaneous expenses related to the railway-mail service. They would 
save that in the transportation by air instead of surface transportation. 

Mr. Coon. This, then, is supposed to be comparable to the same 
rates the railroad gets, if you compare all the costs? 

Mr. Roru. It is intended to be what was the true cost to the Post 
Office Department for shipping by rail, including the payments to 
the railway mail clerks. They were not paying the railroads the 
18- and 20-cent rates. The railroads got less, but there was an 
additional cost for the railway mail clerks and so on. 

Mr. Coon. Does someone else not have to work this mail, in much 
the same manner? 

Mr. Roru. I understand there is supposed to be a true savings to 
the Post Office Department in the present system of distribution. 

Mr. Gurney. You understand that neither the Post Office nor the 
Board had any experience. Therefore, the Post Office asked for an 
experimental period, so we could both learn and have records to sub- 
stantiate our judgment, when we will have to make it, if they con- 
tinue this request to haul that kind of mail, on actual figures rather 
than just what the Post Office has figured out they have been paying. 

Mr. Roru. The way it works, sir, is that the Post Office says they 
are now getting the service, moving the mail by air, at the same cost 
over all as the previous service by rail. 

Mr. Gurney. And getting it there much quicker. 

Mr. Coon. That is all, Mr. Chairman. 


1953 EXPENDITURE DATA 


Mr. Cievencer. Before that is answered, will you please insert in 
the record the amount of your expenditures from the beginning of the 
fiscal year, July 1 to December 31, to cover the 6-month period of 
expenditures. 

(The information is as follows:) 

Expenditure data is available only from October 1, 1953, the effective date of 
Reorganization Plan No. 10 of 1953. For operations conducted during the period 
October 1 through December 31, 1953, it is estimated that the subsidized air 
carriers are due $20,163,750 of which $12,643,055, representing partial payments, 
had been paid as of December 31, 1953, and $7,520,695 is still outstanding pending 
final audit of the carriers claims or fixing of final rates for certain carriers who are 
now on temporary rates. 


LANGUAGE CHANGE 


Mr. Cievencer. | have just one little item here to complete the 
record, as to the language change shown on page 55 of the committee 
print. Why do you desire to have the appropriation “remain avail- 
able until expended’’? 

Mr. Gurney. The main responsibility for those payments is in 
Mr. Mulligan’s department. Will you explain that, please? 

Mr. Muturaan. Yes, sir. 

In answer to your question, Mr. Chairman, about why we asked for 
the language “to remain available until expended,” as the discussion 
brought out, our estimate for 1955 of the total subsidy which will be 
due the carriers is $80,252,000. The $73 million which is before you 
in the form of the estimates themselves is an expenditure figure. 
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There has been transferred to the Board from the Post Office De- 
partment in this fiscal year 1954 an amount representing three-fourths 
of the total estimate for 1954, that total being $80,656,000. 


CARRYOVER OF UNDISBURSED SUBSIDY 


Now, that means that when the current fiscal year expires there will 
be a substantial amount owing to the carriers but not disbursed. 
We have tentatively estimated that amount as $7 million. So that 
what would remain available until expended would be the $7 million, 
or whatever it turned out to be, once the books were closed for fiscal 
1954. 

That, then, would be merged with our 1955 appropriation, so that 
in the 1955 fiscal year part of it would be the carryover from 1954 to 
pay the amounts earned in 1954 and the balance, or the $73 million, 
would be the expenditure figure for 1955. 

Mr. CievenGeER. I| note that you request these new funds be merged 
with unexpended balances transferred pursuant to the Reorganization 
Plan No. 10. You have given me the reasoning on that. 

Mr. Mutuiaan. Yes, sir. 


NATURE OF TRANSFERRED FUNDS 


‘ am CLEVENGER. Were these funds transferred to you no-year 
unds? 

Mr. Muuuiean. No; they were not, Mr. Chairman. In this fiscal 
year 1954 there was a single appropriation to the Post Office Depart- 
ment for the transportation of mails. As I recall, that total was 
$531 million. That was not broken down as between airmail, surface 
mail, or mail by boat, but was simply a single total. That was the 
one appropriation. That would include, actually, of course, the 
$136,725,000 which is the estimate of total mail pay in this year. 

Breaking that down in turn, we estimate, and the Post Office 
agrees, that it would include the $80,655,000. 

But the appropriation to the Post Office this year, as in past years, 
was not a no-year appropriation. So that the effect of this nngnng’ 
would be to merge the unexpended portion of that amount transferred 
to the Board from the Post Office with the expenditure appropriation 
in 1955. 

Mr. CLeveNGER. Do they then remain available until expended? 

Mr. Mutuiaan. Yes, sir. 

Mr. Gurney. I would like to augment that reply, if I may, Mr. 
Chairman. 

OPENING OF RATE CASES 


Rates can be opened by the carriers, by the Board and by the 
Post Office. There are three who can open » rae 

Also, if the case goes into litigation we must hold money on hand 
to pay the bill as finally adjudicated. 

am talking like a lawyer or I am using lawyer words, but I am not 

a lawyer. 

Then, again, we pay temporary rates until we come to an agree- 
ment, a final agreement with the carrier. We are hoping to get on a 
current basis. We had most of the lines on a current basis. 
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The big one outstanding was the transatlantic case. That will take 
care of most of the money obligations, when that is completed. The 
examiner’s report is due in in 30 days. We hope to finish that by 
midsummer, because the carriers have a right to object. If we do 
not have to go to court, then we will be able to come up here and really 
be on a current basis and you will know what the bill is. That is 
our endeavor, to help the Congress know each year just exactly what 
it is up against. 

Mr. CLevenceEr. I just might say to you, Mr. Chairman, that we 
have helped many an agency get that way in this little room. We 
want to do all we can to help you get there, and get the score down. 

Mr. Gurney. That is fine. 

That case started hearings, I believe, in the summer of 1952, and 
they held hearings until March. It is very complicated. The ex- 
aminer was not able to get his report in yet, but we have put him on 
just that job and no other in an endeavor to hurry it up, before Con- 
gress passes on the appropriation. But it is going to take until mid- 
summer, it now appears. We are doing the best we can. 

I do thank you for the time you have given us. I am glad to tell 
the story of the Board to the folks who pay the bill. 


Fripay, Fesruary 5, 1954. 


Forest HigHways 


WITNESSES 


HON. WALT HORAN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF WASHINGTON 

HON. RUSSELL MACK, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 

HON. HARRIS ELLSWORTH, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF OREGON 

HON. WALTER NORBLAD, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OREGON 

HON. JACK WESTLAND, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 


Mr. CLevencer. The committee will come to order. We will now 
hear from our distinguished colleague Mr. Horan. 

Mr. Horan. Mr. Chairman, we are here as a group of western 
Congressmen in behalf of funds for the forest highways system. If 
you do not mind, we would like to have our colleague from the State 
of Washington, the Honorable Russell Mack, speak for us because of 
his tremendous background on this subject. He represents one of the 
leading forestry districts in the Nation, and for many, many years was 
busy in the highway commission and highway committee work in the 
State of Washington. 

The rest of us would like, if we may, to submit statements backing 
up Mr. Mack’s testimony. 

Mr. Cievencer. Very well. We will be glad to hear what you 
have to say. 

Mr. Mack. In behalf of myself and my associates from the Western 
States I desire to thank you for this opportunity to appear before you 
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and speak in behalf of the Federal appropriation for Federal highways. 
Federal highways are those highways which go from town to town and 
community to community to serve the traveling public. 

They are an integral part of the National and State and the county 
system of highways. 


PRESENT BUDGET PROPOSAL 


The Federal Highway Act of 1952 authorized the appropriations for 
1954 and 1955 of $22,500,000 each year. None of this money has 
been appropriated. There also remains unappropriated $8,400,000, 
the authorization for fiscal 1953. Thus there is currently available 
$53,400,000 for forest highways under appropriation authorizations. 

Against this $53,400,000 it is proposed by the budget we limit the 
appropriations this year to only 10 millions of dollars. 


INCREASE RECOMMENDED 


We who represent the Western States think this is inadequate. 
We will recommend to you that you appropriate for the purpose of 
these highways $30 million, or at least the $22,500,000 that has been 
authorized by the Public Works Committee for these projects. 


GASOLINE TAX 


The President, in his state of the Union message, made this state- 
ment: 

To protect the vital interest of every citizen in a safe and adequate highway 
system, the Federal Government is continuing its central role in the Federal-aid 
highway program. So that maximum progress can be made to overcome present 
inadequacies in the interstate highway system, we must continue -the Federal 
gasoline tax at 2 cents = gallon. This will require cancellation of the one-half 
cent deerease which otherwise will become effective April 1, and will maintain 
reyenues so that an expanded highway program can be undertaken. 


The Federal Government is collecting from this gasoline tax each 
year approximately $875 million. It returned to the States during 
the past year, $575 million. In other words, $300 million of the gaso- 
line tax revenues of this country derived from that 2 cents Federal 

asoline tax has been diverted to other purposes, such as foreign aid. 

he testimony we had before the Public Works Committee is to the 
effect that the highways are wearing out faster than they are being 
replaced. The Bureau of Roads testimony shows that we must 
spend $35 billion dollars during the next 5 or 10 or 15 years to bring 
these highways up to proper condition. 

If we build these highways we will pay for them in taxes. If we 
do not build them we will pay for them just the same, pay for them 
in depreciation and deterioration of the automobiles, greater wear on 
our equipment, higher medical and other bills, and increased insurance 
rates. 

This Federal forest highways appropriation takes care of that 
segment of the highways which goes from town to town on the main- 
line roads. That has fallen much behind the construction of the 
regular highways where we provide the money from the 2-cent gasoline 
taxes. 
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FEDERAL FORESTS PAY OWN WAY 


The Federal forests are one of the very few agencies in the Govern- 
ment which more than pay their own way. Internal Revenue 
Department does, Customs Department, and the Forest Department. 
I know in my own area there are roads which are deteriorating over 
which tremendous quantities of logs are moving as well as the general 
flow of traffic. Those roads are falling behind their needs and they 
are Pte A in need of more money. That is true all over the 
country. Federal Forest Agency is one of the largest owners of land 
in the United States. None of it is on the tax rolls and none con- 
tributes in supporting the Federal Government. So in support of 
myself and my associates I urge you provide an appropriation of at 
least $22,500,000 for Federal forest highways. We would much 
prefer to see $30 million. We think that sum is necessary to maintain 
these highways in an adequate condition to handle the heavy traffic 
we are now experiencing. 


Mr. CLevenGer. At this point we will include in the record the 
statement of Mr. Walter Horan. 
(The statement is as follows:) 


SraTeEMENT oF Hon. Watt Horan 


FOREST HIGHWAYS 


Last week, in company with several other Members of Congress from our 
Western States, I appeared before the Appropriations Subcommittee that handles 
the funds for the Bureau of Public Roads in a joint effort to induce my colleagues 
on the subcommittee to approve appropriations for our forest highways that would 
more realistically approach the actual needs of the States and also the authoriza- 
tions for construction already approved by the Public Works Committees of the 
House and Senate. While the Eisenhower administration has allowed more 
money for highways that even before in history, there still is much ground to be 
regained—more roads to build. 


PAID FOR BUT UNDELIVERED 


From its 2-cent-a-gallon gas tax and diesel-oil tax the Federal Government 
last year collected $867,200,856. All of this money came from the pockets of 
American automobile owners and truck owners. It was a special tax on this 
group and on this group alone. This being the case, every cent of this money 
should be spent on building highways for the use of those who have paid out their 
taxes on the gas and oil they’ve used. None of it should be diverted to other 
Federal uses as long as the present great deficiencies exist in our highway systems. 
In actual practice, however, it is. Only $575 million of this gas-tax money will be 
used for highway purposes. The remaining $292 million will be spent for purposes 
other than highways—for such purposes as foreign aid, for example. 


A DROP IN THE BUCKET 


Against the crying need for forest highway construction in our Western States 
and throughout the Nation, there is proposed only a token appropriation of $10 
million for the fiscal year 1955, that is, from June 20 of this year until June 30 
of 1955. The Public Works Committees of the House and the Senate, in the 
Federal Highway Act of 1952, authorized appropriations for forest highways in 
the amount of $22,500,000 for each of the fiscal years 1954 and 1955. There 
remained, from the Federal Highway Act of 1950, a balance, authorized and 
representing urgent and critical needs in our forest highway program. It is pro- 
posed to appropriate only $10 million for this work. 


RECOMMENDATIONS 


Both the American Association of State Highway Officials and the Western 
Association of State Highway Officials last year adopted resolutions at their 
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annual meetings urging that the full amount of the forest highway authorizations 
now available be for the current fiscal year and $22,- 
500,000 for the 1955 fiscal year. The States are concerned with excessive mainte- 
nance costs and the need for orderly planning and continuation of the forest 
highway program. 

“STATE OF THE UNION” MENTION 


President Eisenhower, in his state of the Union message said, ‘To protect the 
vital interest of every citizen in a safe and adequate highway system, the Federal 
Government is continuing its central role in the Federal-aid highway program. 
So that maximum progress can be made to overcome present inadequacies in the 
interstate highway system, we must continue the Federal gasoline tax at 2 cents 
per gallon. This will require cancellation of the one-half-cent decrease which 
otherwise will become effective April 1, and will maintain revenues so that an 
expanded highway program can be undertaken.” 


A GOOD TRY 


The need in our forest highway system is acute. The gas-tax revenues should 
be earmarked to relieve it. The efforts we have made before the State, Justice, 
and Commerce Subcommittee on Appropriations to match authorizations with 
appropriations will, we are hopeful, produce results. It may transpire that we 
were not wholly successful, but every little bit additional will help alleviate a 
desperate situation with regard to forest highways. 


Mr. Cievencer. Mr. Mack, I understand that you are speaking 
for Congressman Ellswerth, Congressman Norblad and Congressman 
Westland. 

Mr. Mack. Yes. 

Mr. CLevenGcer. And also Congressman Rhodes? 

Mr. Mack. Yes. 

Mr. CLevencer. At this point we will include in the record the 
statement of Mr. Westland. 

(The statement is as follows:) 


STATEMENT OF JACK WEsTLAND, Seconp District, State oF WASHINGTON 


There is at present authorized and apportioned to the several States having 
forestlands sums for forest highways as follows: 


Of this amount $11,600,000 has been appropriated from the fiscal year authoriza- 
tion of 1953, leaving the following amounts authorized and apportioned, but not 
appropriated: 


The Bureau of the Budget proposes a current authorization of $10 million 
which is barely sufficient to pay for work to be done under present contracts, to 
pay for the small amount of maintenance work involved, and to carry on the 
necessary administration costs; leaving practically nothing for new road contracts. 

Since World War II there has been a considerable lag from the time forest. 
highway authorizations are made available for programing of projects until 
appropriations become available to implement the program. - 

One of the very important projects in my district for which $405,000 of the 
recommended appropriation is scheduled to be used is Olympic Highway: Grading 
and stabilization, project 2-H, 5.0 miles, $405,000. 

Late in 1951, the State observed that heavy logging traffic was beginning 
to cause serious distress in the existing roadbed of that portion of the Olympic 
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Highway, Forest Highway Route 2, from Port Angeles westerly approximately 35 
miles to a junction with State secondary Highway 9—-B south of Sappho. At that 
time the State advised that current and contemplated timber sales would require 
an average of approximately 300 trucks per day and that unless the highway was 
sufficiently reinforced, the roadbed might fail completely. Subsequently the 
Bureau of Public Roads programed and completed the reconstruction of FHP 
2-El, F1, G, 13.8 miles, immediately north of this proposed project, and the 
Washington State Highway Department let contracts for reconstruction on criti- 
cal segments on the easterly portion of the route. The $405,000 recommended 
is to accomplish the regrading and stabilization of the 5.0 mile section immediately 
south from Sappho. This section shows considerable distress and is structurally 
and geometrically inadequate to properly serve this heavily traveled route. 
Since the railroad that once served the Olympic Peninsula area was abandoned 
in recent years, the Olympic Highway directly affects the entire economic condi- 
tion of the prosperous Olympic Peninsula as well as being a direct connection to 
coastal-defense installations. Surfacing and paving is contemplated under future 
programs. 

It is my understanding that, as a result of the action taken by the Director 
of Budget, this project will be held up due to lack of appropriated funds. The 
yearly allocation of Federal forest highway funds to the State of Washington is 
approximately a million and a half dollars and, of course, in anticipation of the 
expenditure of these moneys, there are projects that are to be programed for the 
1954 construction season which become an integral part of the overall construction 
program. Deletion of any of these projects, as a result of lack of Federal forest 
highway funds, would have a direct effect upon the overall 1954 highway construc- 
tion program as planned by our commission. 

I am advised that this situation was discussed quite thoroughly by all of the 
highway administrators and representatives of highway commissions at the meet- 
ing of the Western Association of State Highway Officials, which was held in 
Sante Fe, N. Mex., in the early part of October. 

If the Federal highway funds as authorized are not appropriated, it seems to 
me that it will develop a policy that is not consistent with the national concern 
that exists today as to the need of improvement of the highway system. I again 
repeat that tte projects as listed are a part of the basic planning for the improve- 
ment of the bighway system and likewise the projects that are programed in 
anticipation of the yearly allotment of Federal forest highway funds will have a 
serious impact upon our immediate plans for modernizing the State highway 
system. 

The Federal Government owes a moral obligation as the owner of valuable 
forest lands to build that portion of the State highways traversing these forests, 
and historically has supported this obligation. Presently the receipts from these 
forests are many times the amount of this obligation. In consequence, the 
Western Association of State Highway Officials maintains that this is, in fact, not 
an appropriation to be charged to the Public Treasury, but represents part of the 
cost of the operation of the business of marketing the timber owned by the United 
States Government. 

During the fiscal year of 1953, the United States Treasury receipts from the 
sale of United States forest timber equaled approximately $75 million. Of this 
amount approximately $18 million was paid to the counties in tne Western States 
in lieu of taxes, and approximately $7,500,000 was expended for forest development 
roads within forests. 

Since forest highways form part of the bridge between the forest and the mills, 
it is a requisite plant investment to care for forest highways. To fail to do so 
would cut the income from the sale of timber and would be poor business. Many 
of these roads are too lightly constructed to withstand the repeated loads to which 
they are subjected, and the cost of their maintenance places a severe burden on 
the State highway departments. Likewise, their condition is such that it becomes 
necessary at times to limit the loads or to bar log truck traffic entirely under un- 
favorable weather conditions, which is a handicap to the economy of the States 
and to the Nation. 

An appropriation of $30 million will leave a substantial balance of nearly $20 
million from receipts, and the appropriation is earnestly recommended. 

Computations have been made which indicate that it is possible to increase the 
sale of timber in the national forests on a sustained-yield basis to realize an income 
of about $100 million annually from this source. It is believed that it is good 
business to harvest this timber, which is now ripe, and the forests will sustain this 
annual yield. 
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Roads form the basis of the forest economy. They must be kept up. There- 


fore, it is to be hoped that the current authorization for forest highways be in- 
creased to not less than $30 million annually. 


SALE OF FOREST PRODUCTS 


Mr. Coon. Is it a true statement that the United States Treasury 
had a sale of forest products last year of $75 million? 

Mr. Mack. That is a correct statement. The Federal Forest Serv- 
ice makes a profit on its timber operations. 


Mr. Coon. I believe approximately $18 millions of that money goes 
back to the county in lieu of taxes. 

Mr. Mack. One quarter of the money is paid the counties in lieu 
of taxes and the rest goes to the Pudatal Treasury. 

Mr. Coon. Of that which goes into the Federal Treasury is it true 
$7,500,000 of it is spent on other roads leading up to the main roads? 

Mr. Mack. Yes. Federal forest highway is the highway which 
serves general traffic of the public from community to community 
and it also handles a great deal of the log freight. e take some of 
this money and spend it in building of roads and trails which provide 
proper management of forests and assure them of better fire protection. 

Mr. Coon. Of this $75 million we were talking about, that would 
leave $49,500,000 which goes into the United States Treasury. Is 
that a true statement? 

Mr. Mack. I estimate about $50 million which goes into the Federal 
Treasury over and above expenses of maintaining the roads. 


CONSEQUENCES OF NEGLECTING ROADS 


Mr. Coon. Is it also true that if these roads are not kept up it 
would cause unemployment, lessen the chance of getting out these 
forest proses to market, and be economically injurious and cause 
unemployment to the area around these roads? 

Mr. Mack. It might somewhat lessen employment. I am not so 
sure about that. This is true: Unless we have adequate highways 
there will be a great deal of that timber which has been infested by 
bugs which will rot, be destroyed, and go to waste. The Government 
will get no revenue from it. Whereas if there are adequate highways 
the Government will be able to salvage this diseased timber and 
thereby make tremendous profits which otherwise would be com- 
pletely lost. 

Mr. Coon. This appears, then, to be a program which is really 
necessary and is self-supporting and will bring back into the Treasury 
much more money than is spent on it. 

Mr. Mack. I am sure of that. In the four Western States, Oregon, 
Washington, Idaho, and Montana, there is about 5 billion feet of 
timber which has been infected with bugs. I have seen these trees 
die and rot. We will have to spend more money on roads to salvage 
that timber. The Federal forest highways, or part of that system, 
must salvage this timber. Every dollar you spend on a Federal forest 
road or trail, you will get back dollars to save the timber now dying. 

Mr. Coon. That is timber which has to be handled in the immediate 
future, in the next year or two, is it not? 

Mr. Mack. After the timber has been infected for a period of 3 
years it dies rapidly. The rot starts at the outside, and within 5 
years a third of the tree will be lost. 
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Mr. Coon. That is all I have, Mr. Chairman. 


Mr. Cievencer. Mr. Ellsworth, do you have a statement you wish 
to make on this item? 


STATEMENT OF HON. HARRIS ELLSWORTH ON RETURNS FROM INVESTMENT 
IN FOREST HIGHWAYS 


Mr. Eutsworrna. I want to make this point following answers made 
by Representative Mack regarding the fact that money expended on 
forest highways actually does return to the Treasury, in addition to 
saving a national asset and a great amount of timber. The committee 
should know that in 1946, for the purposes of the housing emergency, 
there was a $15 million appropriation made and expended on these 
highways through the Housing Administrator. I think it is significant 
to note that the production of logs from the national forests jumped 
from 2.4 billion board feet in 1946 to 3.4 billion feet in 1947. That is 
an even billion increase in production, the year in which the additional 
money was expended. Interestingly enough, 1 billion feet of timber 
at the present market price is about $15 million. So in addition to 
having roads built that will last through the many, many years, the 
actual harvest of timber, which apparently resulted from that increase 
in roads, paid the Government back the money. 

So an investment in forest highways is not money just simply 
expended and gone forever. Every dime expended on roads which 
will harvest timber, especially national forest timber, will be paid 
back as the result of the sale of our great timber crop. Probably Mr. 
Mack gave you the figures on the deficiency in the national cut. 

If you have any questions I am available. 

Mr. Cuevenaer. The situation was well covered, sir. 

Mr. Exvtsworrs. Thank you very much. 


Forest Highways 


Mr. CLevencer. We will include in the record, without objection, 
a statement on forest highways by our colleague from Idaho, Repre- 
sentative Gracie Pfost. 

(The statement is as follows:) 


Mr. Chairman, and members of the committee, I am here to ask you to sub- 
stantially increase the proposed $10 million appropriation for forest highways for 
the fiscal year 1955. 

There are several important links in forest highways in Idaho which are in 
urgent need of completion, and the amount of work done on them in fiscal 1955 
depends to a great extent upon the size of the forest highway appropriation. 

One example of a famous missing link is a section of the Lewis and Clark Highway 
which is located in my congressional district in Idaho. Part of this missing link 
is on the forest highway system (No. 16). 

There is tremendous sentiment not only in Idaho but in the entire Northwest 
for the completion of the Lewis and Clark Highway. Searcely a week passes that 
I do not receive a letter from someone urging me to do something about getting 
the road finished. Not long ago I received a letter which began: 

“Tt took Lewis and Clark with the help of one lone Indian maiden only 1 year to 
locate the lowest pass and best route for a road through Idaho to the coast. The 
poggle of the Northwest have been trying for 40 years to finish this road.” 

he implication was quite clear. 

But I don’t blame the gentleman for being irate. We're just inching along with 
the completion of this important road. Its completion would give a lift to the 
economy of the entire region. 

Other examples of roads on the forest highway system which are in urgent need 
of improvement are the Enaville-Murray Road (No. 9) which is in the heart of 
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the greatest lead-zine producing area in the country, and the Banks-Lowman 
Road (No. 24) which reaches 65 miles directly across the Boise-Payette National 
Forest and which will be heavily used this spring as the forest service launches 
an attack on the butterfly infestation which is threatening vast stands of pine in 
this region. This road also should be widened to accommodate trucks hauling 
lumber to sawmills in the vicinity of Emmett and Horse Shoe Bend. 

I will not take the time of this committee to name all of the forest highways in 
my district which are in serious need of improvement. The foregoing examples 
are merely an indication of the scope and urgency of the problem. 

Now, as you gentlemen well know, there is a balance of $53,400,000 remaining 
in existing appropriation authorizations for forest highways. Both the American 
and Western Associations of State Highway Officials at their respective meetings 
in the fall of 1953 adopted resolutions urging that the full amount of existing 
authorizations for forest highways be appropriated; $30,900,000 for the fiscal 
year 1954 and $22,500,000 for the fiscal year 1955. These States are seriously 
concerned with the critical condition of the forest highway system and the mount- 
ing maintenance costs resulting therefrom. The States and counties pay about 
90 percent of the annual maintenance cost of forest highways. 

So it appears that with unappropriated authorizations in the amount of 
$53,400,000 available, only $10 million is proposed for authorization for fiscal 1955. 
This is entirely inadequate; it simply is not enough to do the job. I am told the 
proposed authorization will cover existing commitments, but will not permit 
undertaking new projects. In fact, the proposed $10 million just about equals the 
amount that the States and counties will expend from their own funds for the 
maintenance of forest highways in the same fiscal year. 

In the Western States alone, estimates of the cost of the work required to 
correct present deficiencies in the forest highway system total some $717 million. 
Of this total, work estimated to cost some $394 million is in the critical category 
and should be done within the next 10 years; this includes about $27 million for 
the construction of unimproved forest highways to connect with forest develop- 
ment roads which when built will make accessible Government owned timber 
which it is estimated will increase receipts to the Treasury by some $20 million 
annually on a sustained yield basis. 

Forest highways are now one of the weakest links in the Nation’s system of 
highways, a liability on the peacetime economy and a source of danger in case of 
local or national emergency. It goes without saying that these highways should be 
improved within national forests to at least the stage to which the States and 
counties have improved them outside. 

Gentlemen, I ask you to substantially increase the $10 million amount proposed 
for appropriation for forest highways for fiscal year 1955. 


Forest Hicguways AND Bituinas, Monv., AIRPORT 


WITNESS 


HON. WESLEY A. D’EWART, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MONTANA 


Mr. CLevencrer. Mr. D’Ewart, we will be happy to have your 
statement. 

Mr. D’Ewanrt, I want to thank you gentlemen for the opportunity 
to appear here. I will file this statement concerning two matters of 
particular concern to my district. One is the Federal-aid airport 
proaeam of the Civil Aeronautics Administration, and the other is the 
orest highway program under the Bureau of Public Roads. 

Mr. CLeveNGER. Thank you very much. We are glad to have it 
in the record. 

(The statement of Congressman Wesley A. D’Ewart is as follows:) 

Gentlemen, I will address my remarks to two items in the Commerce Depart- 


ment: (1) The Federal-aid airport program of the Civil Aeronautics Administra- 
tion, and (2) the forest highway program under the Bureau of Public Roads. 


FEDERAL-AID AIRPORT PROGRAM 


I regret that there appears in the budget no request for new appropriations for 
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the Federal-aid airport program. We realized a year ago that this program was in 
need of review, but we had hoped that the review would be completed and the 
program reorganized in time to have a budget item included in the 1955 appropria- 
tion bill. I hope that the committee will consider adding an appropriation for 
Federal aid for airports despite its omission from the budget. 

The city of Billings, Mont., one of the two largest cities in my State, has been 
planning for improvement and enlargement of its airport for several years, and 
depended upon the availability of Federal funds to help in the project. The city 
of Billings did not rush into this program, but gave it considerable study and de- 
voted a good deal of effort to its plans before it applied for Federal help. Un- 
fortunately, the delay occasioned by the desire to have a sound project carried 
the city beyond the date when Federal funds were cut off. 

As part of its preparation, the city of Billings about a year ago voted upon a 
$450,000 bond issue for the airport program. The voters endorsed the project 
overwhelmingly. At that time the city was negotiating with the CAA in good 
faith with no idea that the Federal program might terminate. 

Under these circumstances, we feel strongly that the Federal Government has 
a commitment, at least a moral commitment, to go ahead with this project. The 
total Federal share would be $570,859, of which the local sponsors would contri- 
bute $460,000. The work includes land acquisition, grade and draining landing 
strips to be 500 feet by 8,800 feet, paving and lighting runway 150 feet by 8,600 
feet, paving of taxistrips and aprons, construction of a terminal building, ete. 

Not all of this work needs to be done at once, but the improvement and length- 
ening of the landing strips is essential. 

Billings is the center of the new and rapidly growing eastern Montana oil in- 
dustry. Its population is increasing every month. It is a transportation hub in 
Montana for air, highway, and rail travel. For the past several years it has 
rated sixth among all the cities in the eight Northwest States as to the number of 
enplaned passengers. 

he present airport is entirely inadequate to handle the growing amount of 
traffic and the new and larger aircraft that are being used and are on order for 
Northwest Airlines, Western Airlines, Frontier Airlines, and the military services 
that frequently must stop in Billings. 

This is a necessary and worthwhile airport project, and I think the Federal 
Government should come forward without delay to do its share under the 
Federal-Aid Airport Act. I hope that the committee will include in the bill at 
least enough money to go ahead with the projects at Billings and the other larger 
and more important air centers. 


FOREST HIGHWAYS 


With regard to forest highways, I note that there is in the budget request the 
sum of $10 million for fiscal 1955. In the 9 years that I have been in Congress, 
this program has never received sufficient money to do the work that is necessary 
on forest highways in my State. There are 16% million acres of national forest 
in Montana. All of our principal highways pass through national forests at 
some place on their routes, some of them for many miles. Most of the forest is 
in the mountainous areas. At the present time the highways of Montana are in 
relatively good condition, but this is not true of the stretches that lie within 
the boundaries of our national forests. 

These are the responsibility of the Federal Government. The traveler finds 
that the highway deteriorates markedly when he crosses the national forest 
boundaries, and usually this is at the beginning of a stretch of mountain road 
where safety requires that the highway be the best we can build. 

I think that it is time we tried to catch up with the requirements of the forest 
highway program, and the only way to do so is to provide the necessary funds 
for new construction and repair. I strongly urge that this committee recommend 
of $30 million, the full amount authorized. 

My position is shared by Frank G, Connelly, chairman of the Montana Highway 
Commission, whose telegram to me I would like to read into the record at this 
ee Mr. Connelly states: ‘It is considered vital to the development of 

fontana’s highway system that the current appropriation of forest highway 
funds be not less than the $30 million recommended by the Western Association 
of State Highway Officials. Montana’s share of such an appropriation is urgently 
needed at this time to correct extremely hazardous and practically impassable 
sections of the Federal-aid highway system which traverse national forest areas.”’ 
The Montana Automobile Association also makes this suggestion. 

Thank you. 
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Fripay, Fesruary 5, 1954. 


Porrsmoutu, Onto, Airport 


Mr. CLevencerR. Without objection, we will insert in the record at 
this point a letter from our colleague Mr. Jenkins, of Ohio. 
(The letter is as follows:) 


WasHinoton, D. C., February 2, 1954. 
Hon. Curr Cievencer, M. C., 
Chairman, S ubcommittee for "State, Justice, and Commerce Departments, 
House Appropriations Committee, W ashington 25, D.C. 


Dear CoLieacue: As you know, the people in Portsmouth, Ohio, are very 
much interested in having an airport built in close proximity to Portsmouth and 
the large atomic energy plant which is located in that section. These people 
through their aviation committee have done all they can toward the completion 
of this program. Through the sale of bonds they have raised $400,000, which is 
now in the bank, and on which they are paying interest. In addition, they have 
completed arrangements for the land on which this airport will be located. 

I have received a copy of a letter and a brochure sent to you by Mr. B. LeRoy 
Compton, chairman, Chamber of Commerce Aviation Committee, Scioto County, 
Ohio. If the hearings of your committee have not already been printed, I would 
—— the inclusion therein of as much of this material as possible. 

‘ith best wishes, I am 
Sincerely yours, 
Tuomas A. JENKINS. 


Lerrer From Mr. B. LeRoy Compron, CHarRMAN, CHAMBER OF COMMERCE, 
Aviation Commirren, Scroro County, Onto. 


We are enclosing herewith a copy of a brochure we have prepared combining 
data on the necessity and present status of the Scioto County (Portsmouth) Air- 
port project in Ohio. 

In your capacity as chairman of the House Appropriations Subcommittee for 
State, Justice, and Commerce Departments, we earnestly request that you include 
it in the printed hearings on Commerce appropriations, along with this letter. 

We are mindful of the fact that the President at this time has not requested 
funds for Federal airport aid generally, but we sincerely believe that Scioto 
County should receive consideration. 

Boiled down, our principal arguments are these: 

1. Up until August 1952, when the Atomic Energy Commission established 
its Portsmouth area, our people did not feel the need for an airport to the extent 
that we considered it fair to ask for Federal assistance. But since that time, with 
a presently booming population and intense industrial activity brought about by 
the AEC plant construction project, our picture has changed and the data show 
that our need is intense. 

2. An airport will be even more vital to our area after the AEC plant is com- 
pleted, with its 4,000 permanent employees and certain 28,000 population in- 
crease over pre-1952. The experience at Oak Ridge, Tenn., ‘and Paducah, Ky., 
show this to be true. Both feeder airline and industrial flying, plus airmail and 
air express, will be in great demand for this area not now adequately served, 
passenger and mailwise, by the railroads. 

3. We feel that our people have, in effect, a contract with the Federal Govern- 
ment which to date has not been fulfilled. Under the pledge of Congress’ Federal 
Airport Aid Act of 1946, our citizens voted, in 1952, by a margin of more than 
60 percent, to complete our requirements for an airport. They fully expected 
Congress to live up to its agreement to match our local money on a 50-50 basis. 

e courteously request your support in an appropriation for the Scioto County 
Airport and earnestly ask you to include our brochure and this letter in your 
committee’s printed hearings. : 
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Frinpay, Fasruary 5, 1954. 


INTERNATIONAL FisHEeRtes CoMMISSION 


WITNESSES 


HON. THOR C. TOLLEFSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF WASHINGTON 

HON. JACK WESTLAND, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 


Mr. CLeveNnGeR. We are happy to have with us Congressman 
Tollefson of Washington. You may proceed, Mr. Tollefson. 

Mr. Toutuerson. First of all, I want to say I had planned on yester- 
day to prepare a statement from which I might read this morning, 
but our committee was involved with its own meeting and I was 
involved with problems connected with it all day, so I did not get to 
prepare a statement. I will not attempt this morning, therefore—— 

Mr. CievenGcer. You can prepare one and submit it. 

Mr. Touuerson. If I may do that, in which statement I will supply 
the figures. 

As long as I am here, however, I would like to say a word in behalf 
of the budget request for appropriations for these fish commissions, 
the international fish commissions. I do it simply because as a mem- 
ber of the Merchant Marine and Fisheries Committee I have been 
tremendously interested in the work these commissions have been 
doing. I come from a State, of course, in which fisheries is a very 
important part of our economic life, and in the prepared statement I 
shall cite some figures in that connection. 


SALMON 


Salmon, as this committee has heard many times before, I am sure, 
is a rather peculiar fish. It goes up to spawn in the streams where it 
was born. Perhaps the committee has had some testimony in con- 
nection with the sockeye salmon picture. Back in the early thirties 
sockeye salmon disappeared almost completely because of obstructions 
in the Fraser River at Hell’s Canyon, and as a result of the establish- 
ment of the Sockeye Salmon Commission work was done to clear the 
stream, put in fish ladders, and at a fisheries meeting out in Seattle 
last fall I heard a report which was most encouraging to me because, 
as I say, I have been interested in salmon fisheries. The report 
indicated that the sockeye were coming up in goodly numbers. You 
may have heard this testimony before from the Department. I was 
most encouraged by the report and felt that the Commission was 
doing a good job. 

HALIBUT 


As you perhaps know, the same sort of thing in a degree happened 
with the halibut. At one time it seemed our halibut would disappear. 
It became necessary to form an international commission with respect 
to the rehabilitation of the halibut. Today the halibut fishery is a 
going and paying thing. 

I think the committee, of course, knows that we contribute in 
equal sums with Canada on these commissions, and it is my under- 
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standing, on which I may be mistaken, that the Canadian Govern- 
ment has requested, if not appropriated, the same sums which the 
budget has requested of your committee. 


1958 SALMON PACK BELOW EXPECTATIONS 


I have been so tremendously interested in the fisheries because at 
times it has seemed that through mismanagement or natural causes, 
or other causes of which I know nothing, we might lose some of our 
salmon population. Just last fall, when the Alaska salmon fisheries 
were expected to be a tremendously large one, companies prepared for 
it; they were greatly disappointed when, after the fishing season was 
over, it was found that the pack was down, as I remember the figures, 
between 700,000 and 800,000 cases. 

In the face of all the biological indications that they would have a 
tremendous run, it didn’t come in the numbers they expected. Seven 
hundred or eight hundred thousand cases means a minimum of $20 
million worth of fish, guessing roughly, in the pack. That has upset 
the economy of the fishermen, of course. Just this morning I received 
a letter from a representative of the Alaska Fishermen’s Union in 
which he says that next year 2,000 of the fishermen who fished this 
year will not be engaged in fisheries. Fish and Wildlife now have 
announced some of their regulations which will curtail the taking of 
fish, and that in itself will result in the layoff of 2,000 fishermen. 

Well, 2,000 fishermen normally could earn a little income upon 
which they pay some taxes to the Federal Government. But aside 
from that tax return to the Government, I am so much concerned 
about the future of the salmon fisheries that I hope that Congress 
will not add to the tremendous problem by not giving permission to 
have sufficient funds to carry out their functions. 

I am not prepared to justify specific items of the Department. 
My purpose in being here is a general one. I am now acting chair- 
man of the Fisheries Committee because of the illness of our chairman. 
I propose before the year is over to go into this same general subject 
matter in our committee to see if there is not something we can do 
to suggest or to find the answers to these salmon problems. 

I have known the members of this committee, of course, ever since 
I have been here. I know Mr. Coon extremely well. Iam satisfied 
the committee will give every good consideration to the request of the 
Department through the budget, and certainly will not want to do 
anything to make the problem any worse than it is. 

thank you for permitting me to come here. I wanted to do it 
rather than merely sending in a statement because I hoped I might 
be able by talking to you personally to impress you with my own 
real concern about the Pacific fisheries. It is not limited to salmon 
or halibut, of course, but it covers other fisheries up and down our 
coast, and now out in the international waters. 


TUNA 


A number of years ago we could see our tuna getting farther and 
farther away, which necessitated our boats going out into the inter- 
national waters. We were afraid that if we put off adopting some 
policies we might sometime go out into an international water and 
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find some other nations had been there first and claim prior rights. 
Then we would have difficulties. 


FISHERIES TREATY SOUGHT 


Now we are actually in the international field. As you know, right 
at this moment there are some preliminary negotiations taking place 
between representatives of Canada, Japan and the United States 
implementing, or seeking to establish, what we might call a fisheries 
treaty for the North Pacific. So we are into the international field 
right now. I think in our own interest we should do everything we 
can to protect our interest in the fisheries in the international waters. 

Thank you again. I stayed longer than I thought I would. 

Mr. Cievencer. We are pleased to have had you, Mr. Tollefson. 

Mr. Roonry. Thank you, Congressman Tollefson. Yours has 
been a highly informative and interesting statement. 

Mr. CievenceR. We will also welcome a statement from our 
distinguished colleague from Washington, Mr. Westland. 

Mr. WerstLanp. I have come here this morning to present a state- 
ment in support of the request in the budget of the Department 
of State for funds for the International Pacific Salmon Fisheries 
Commission, the International Fisheries Commission, and the Inter- 
American Tuna Commission. I respectfully suggest that the amounts 
proposed for these Commissions in the budget which you are presently 
considering be allowed. 


FRASER RIVER REHABILITATION 


The International Pacific Salmon Fisheries Commission was estab- 
lished by treaty in July 1937 between the United States and Canada. 
The longevity of the treaty called for a firm commitment for a period 
of 16 years ending July 1953 and for a year-to-year participation 
thereafter until either party gives notice of termination. The treaty’s 
terms of reference stipulate equal financial participation by each 
country toward rehabilitating the sockeye salmon of the Fraser 
River with equal division of catch on a percentage basis of 40 percent 
to each treaty signator and 20 percent escapement for seed stoek. 

The United States half share of the Commission's estimated overall 
expenses, amounting to $139,500, has been formally approved at a 
regular meeting of the Commission and was subsequently included in 
the budget submitted by the Department. Any downward revision 
in budget appropriation by either country automatically reduces 
financial participation of the other an equal amount. 

In reassessing the considerations contained in the budget, I am 
unable to ascertain how any reduction could be accomplished without 
injuring a fisheries rehabilitation program which has returned millions 
of dollars to the State of Washington and to the Province of British 
Columbia during the past 3 years and has been editorialized as being 
the fisheries success story of the past decade. The 1950 run of sockeye 
was the largest of its cycle since 1903. The 1952 cycle was the largest 
since 1912, and this season’s run, 1953, although produced from races 
almost extinct 8 years ago, was the largest since 1917. The sockeye 
case pack of the last 3 years is valued at $18 million more than that 
of the 3 preceding parent cycles. In contrast only $400,000 in United 
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States budget funds were made available during the same 3-year 
period. This is truly an outstanding record, but the potential re- 
habilitation of this great fishery can be increased threefold by 1957 
providing the Commission’s program of fishway construction, biologi- 
cal research, and stream clearance continues as scheduled. 


POTENTIAL DEVELOPMENTAL WORK OF COMMISSIONS 


The 90,000 square miles of the Fraser River watershed lie wholly in 
Canada and it is only the migration habits of the Fraser River sockeye, 
which pass through the Straits of Juan de Fuca and the San Juan 
Islands rather than through British Columbia’s Johnstone Straits, 
which make possible the United States participation In this fabulously 
rich fishery. 

With the Alaska fisheries now being classified as a disaster area, and 
with the rehabilitation program of the State of Washington developing 
for this season a pink salmon pack in excess of the total take in Alaska, 
and with the sockeye rehabilitation program returning such fabulous 
returns to our local people, it cau appear pennywise and pound 
foolish not to exploit the rehabilitation potential of the Fraser River 
to its maximum. The once great Quesnel run, which produced in 
excess of 20 million sockeye, had a return spawning population in 
excess of 110,000 this past season and if carefully managed in 1957 can 
regain a part of its major dominance by 1961. Of the nearly 100 races 
that are now identified in the various watersheds within the great 
Fraser River Basin none are producing the potential of which they 
are capable. 

The development work of the Commission is far from finished since 
the fundamental requirements for optimum management of a salmon 
fishery have never been completely assessed and there is, of course, a 
fixed annual cost of administering the fishery and dividing the catch 
equally between tie two countries. 

The work of the other two Commission mentioned above is of 
similar importance to the maintenance and development of the fishing 
industry of the Pacific Coast States and Alaska. The funds requested 


for their operation have been carefully considered and the figures 
presented represent the absolute minimum amount with which these 
Commissions can be operated during the coming fiscal year. 

I respectfully urge that the members of your subcommittee favor- 
ably report on the request for funds for these Commissions. 

Mr. CLevencer. Thank you, Congressman Westland. 


INTERNATIONAL FisHEeRIES COMMISSION 


Mr. Cievencer. We will insert in the record at this point a tele- 
gram on the matter of the International Fisheries Commission appro- 
priation forwarded by our colleague Mr. Holmes, of Washington State. 

(The telegram is as follows:) 

Searriye, Wasu., January 28, 1954. 
Hon. Hat Homes, 
Member of Congress, House Office Building, 
Washington, D. C. 

For your information following wire sent to Hon. Cliff Clevenger, chairman, 
Subcommittee Appropriations for State, Justice, and Commerce Departments. 
“Referring appropriations International Fisheries Commission, International 
Pacific Salmon Fisheries Commission and Inter-American Tuna Commission in 
budget for State Department, we request that appropriations for these Inter- 
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national Fisheries Commissions not be reduced below figures recommended in 
budget and if possible increased somewhat. Activities of these three commissions 
are all extremely important to fishing industry of Pacific Coast and furthermore 
any reduction in our Government’s appropriations will result in equal reduction 
in the allocation of funds made by other participating countries. Referring 
specifically to the appropriation for the International Pacific Selmon Fisheries 

ommission, we urge that not less than $139,500 be approved as we understand 
that the Canadian Government has already earmarked an equivalent amount 
for this commission. Referring now especielly to the International Fisheries 
Commission we urge that the sum of $77,000 be spproved as we understand 
that this amount has been recommended to the Canadian Parliament. We are 
a trade association of large number American canners operating in Aloska, Wash- 
ington, and Oregon, interested primerily in canning of salmon end tuna, with 
investment of approximately $125 million and giving employment to epproxi- 
mately 30,000 people in the various fishing and esnning districts. Members 
our industry would greatly appreciate anything vou can do to maintain the 
appropriations for these three internatione! commissions on basis indicated above 
so they may continue their essential activities.” All our people will appreciate 
anything you can do in this connection. 

Vancr F. Surrer, 
President, Association of Pacific Fisheries. 


IMMIGRATION AND NATURALIZATION SERVICE, DEPARTMENT OF 
JUSTICE 


WITNESS 


CLARENCE H. OLSON, ASSISTANT DIRECTOR, NATIONAL LE GISLA- 
TIVE COMMISSION OF THE AMERICAN LEGION 


Mr. CLevencer. You may proceed, Mr. Olson. 

Mr. Ouson. Mr. Chairman and gentlemen of the committee, I 
would like to read this statement if | may. It is a short statement, 

The American Legion is proud of its record in the field of American- 
ism for more than a third of a century. I am personally privileged 
in having the opportunity to come before your committee for the 
second time in support of adequate funds for the Justice Department 
so that the Immigration and Naturalization Service may be given the 
tools with which it can discharge its responsibilities under the law. 

The American Legion is grateful to your committee for permitting 
us to discuss this matter with you at this time. 

When I testified before your committee last year (p. 238 of the 
hearings before your committee) I told you that the information 
leading up to the development of my testimony came from within 
our organization and not from an agency of the Federal Government. 
I wish to reiterate that statement in connection with the testimony I 
offer here today. 

It is interesting to look back a year, to page 226 of the hearings on 
the Department of Justice, and to note there was some conflict be- 
tween the assurances of the Attorney General that funds were ade- 
quate, and our apprehension that additional funds would be needed 
to properly carry out the program laid down for the Immigration and 
Naturalization Service. It is also interesting to note that scarcely 
7 weeks after the beginning of the 1954 fiscal year the Attorney 
General, following a personal inspection of the United States-Mexican 
border, according to the Washington Post of August 19, 1953, was 
much concerned over the increase in the number of people illegally 
crossing over from Mexico into the United States. According to the 
Washington Post the Attorney General said the problem was still in 
an “incipient” stage. 
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Of course, we realize that you gentlemen of the Con have to 
rely on the facts as they are given to you by responsible authorities 
in Government and that your actions are guided by them. We are 
not critical of this committee for having failed to appropriat) the 
funds but we do criticize the Attorney General’s office for having 
failed to ask you for the amount necessary to appreciably strengthen 
the Immigration Service’s weak position along our Southwest border. 

More recently, the magazine section of the New York Times of 
January 31, 1954, had a very interesting article on the wetback 
situation entitled, “Two Every Minute Across the Border,” which 
was written by Mr. Gladwin Hill, of the Los Angeles-New York Times 
Bureau. I do not include the article because of its volume but wish 
to quote from it for the purpose of emphasizing several points that 
will follow: 


* * * Most wetbacks have to pause at least briefly in the valley to work and 
get a little money before pushing northward. One objective of the patrol is to 
nail them before they can get social-security cards. The law does not deny cards 
even to illegal aliens and, once in hand, they become quasi-passports. 

The cat-and-mouse game would be comic if it were not for its evil ramifications. 
Because of their numbers, the wetbacks make a mockery of border supervision, 
transforming the line into a gateway through which foreigners of any sort can 
infiltrate. The wetbacks bring all kinds of contraband with them, from drugs 
and parrots to venereal disease. Their direct social cost in Imperial County 
alone, counting everything from jailing to hospitalization for tuberculosis, has 
been reckoned at several hundred thousand dollars a year. * * * 

Our position on the points made in the foregoing quotation is well 
established by resolutions officially adopted by our organization. 
First of all, and it may not be entirely germane to the question before 
us, although weakened immigration services do contribute to it, we 
deplore a system of laws and administration that permits illegal 
aliens to obtain social-security cards and whatever subsequent benefits 
may follow. 

Secondly, we support the McCarran-Walter Act to 
regulate immigration into this country. We do not want a gateway 
through which foreigners of any sort can infiltrate. Every reasonable 
person knows the ease with which experienced subversives, saboteurs, 
and so forth, could work their way across the Southwest border with 
the ‘‘2 a minute’ now alleged to be coming over. We are forced to 
assume that many are doing so. 

Then, we, of the Legion, have joined with many groups in the fight 
against the narcotics traffic because of its degenerating effect upon the 
health and welfare of the people of this Nation. We dislike to think 
that a loosely guarded borderline permits a flow of narcotics into this 
country. 

The last point we wish to discuss in the above quotation is hospital- 
ization for tuberculosis. You distinguished and informed gentlemen 
know of the thousands of tubercular veterans in this country who are 
deprived of adequate treatment because our facilities have not kept 
pace with the demand. That applies to nonveterans as well, and we 
of the Legion could never condone the use of hospital facilities for the 
care of these transients while a single United States citizen is denied 
such treatment. 

Better enforcement of the law would certainly aid in minimizing, 
if not entirely eliminating the evils pointed out. 
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We are not here as fiscal or immigration experts. We will not say 
how much mouey is needed for the job—that is up to the Attorney 
General—but it strikes us as being peculiar that 1955 fund requests 
are even less than 1954 (p. 818, Federal Budget). We ask ourselves, 
What has happened to the concern of the Attorney General as ex- 
pressed last. August? Or, what new plan has been devised to more 
than offset the money and personnel decreases? Surely, the Attorney 
General would not be satisfied with a continuance of the rather in- 
effective job being done by his Department along the Mexican border. 

In closing we point to the following extract from a joint release by 
State, Justice, and Labor dated January 15, 1954: 


The border patro! has therefore been instructed to redouble its efforts to prevent 
the illegal entry of Mexican aliens and their employment. 


In great emergency such as war, conflagration, or flood, men can 
and are expected to redouble their efforts for a short span but cannot 
be expected to meet such tests for a year at a time. Reserves and 
more personnel are the answers to such demands. ‘To provide that, 
the Department must have the funds or weaken the line at other 

oints. 
We have attached a copy of St. Louis national convention resolu- 
tion No. 396 which is my Legion authority to appear today. If you 
are interested in resolutions pertaining to social security, narcotics, 
and other matters mentioned herein, | will be glad to provide them. 


1953 NatTionaL CONVENTION OF THE AMERICAN LEGION, Sr. Louis, Mo., 
Avaust 31 ro SEPTEMBER 8, 1953 
Resolution No. 396. 
Committee: Americanism. 
Subject: To prevent illegal entrance at the Mexican border. 

Whereas the safety, security, and welfare of the Nation is the primary objective 
of the American Legion, which objective is impossible of attainment without 
enforcement of the immigration laws; and 

Whereas aliens are entering the United States illegally from Mexico in a mass 
rm seo rm that has reached proportions out of control of the presently constituted 
authorities; and 

Whereas the border States are being overrun with this invasion of aliens, which 
is encroaching upon the interior States in ever-increasing numbers, in defiance of 
the laws of the United States and in numbers which cannot be computed but may 
be estimated by the fact that over 400,000 such aliens were apprehended in 
southern California alone during the 12 months ending July 1, 1953, and 

Whereas this army of invading aliens is bringing with it poverty, disease, and 
crime, is loading our relief rolls, filling our public hospitals, crowding our jails 
with aliens having no claim to our bounty, and is displacing domestie labor, 
depressing wage scales and living standards, raising serious police and health 
problems, and creating widesp distress and unhappiness in the homes of our 
people by these results; and 

Whereas the breach in our defenses which is opened by the illegal entry of this 
horde of aliens affords a means of unregulated and uncontrolled entry into our 
country of unlimited numbers of hostile aliens bent upon our subversion and 
destruction: Now, therefore, be it 

Resolved; That the American Legion in national convention assembled at St. 
Louis, Mo., August 31 to September 3, 1953, call upon the President to use means 
at his command or to request the Congress to authorize measures to deal with this 
unprecedented menace to our Government, welfare and prosperity. 


Mr. Otson. I am prepared to answer questions, sir. 
Mr. Cievencer. Thank you for your statement, Mr. Olson. 
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ANALYSIS OF WETBACK PROBLEM 


Mr. Rooney. I wish to commend you and the national legislative 
commission of the American Legion for taking this interest in the 
wetback problem which to me has been a very serious one over a 
number of years now. When I was chairman of this committee this 
committee reported a bill which would have put several hundred 
more border patrolmen on the Mexican border. I hope the present 
Attorney General will do something about it. Mr. Brownell 
presently deplores the situation but has no suggestion to rectify it 
at the moment, or at the time of his testimony, not a word as to what 
to do about it. Instead of doing something about it he reduces the 
amount of appropriations which he requests here for the Immigration 
and Naturalization Service by three and a quarter millions. 

That is all, Mr. Chairman. 

Mr. CLevenGer. I might say, also, there was under consideration 
extension of this contract labor agreement between the United States 
and Mexico. I do not know whether it resulted in renegotiation or not, 
that is, where they brought them over under contract. The wetback 
was just surplusage of labor. Do you know whether we have renewed 
that agreement or whether it is terminated? 

Mr. Ouson. According to the reference I made here to the joint 
release by the State, Justice, and Labor Departments on January 15, 
they were looking forward to the possibility of such an eement, 
Something now seems to have erupted between Mexico and the United 
States. 

Mr. CLeveNGER. It expired? 

Mr. Ouson. That is correct, as 1 understand it, and there has been 
some difficulty in their attempt to renegotiate an agreement something 
like they had before. 

Of course, in our opinion that may not be the answer. It may help 
the situation. We believe that the only way, if we are going to try to 
prevent these people from coming over, is to stop them at the source or 
at the line. I realize, too, that it would be difficult to have a skirmish 
line extended from California to Brownsville, Tex. We have to 
ak Nr those who slip by the so-called screen. 

r. CLevenGcer. I might say to you it is a concern of mine that we 
stop ship jumping and border crossing at any point and not just from 
Mexico. 

Mr. Outson. We have concentrated on this thing alone because of 
the text of the resolution. We appreciate that you have the same 
situation in the coastal States of this country. You have probably 
a bad situation in Florida. I think along the Canadian border it may 
not be as bad because of the stricter application of their own laws. 
We are not talking only of this Mexican border but that seems to be 
the sore point in the whole situation. 

Mr. CLevencer. There is a big flow of marijuana from Mexico but 
other narcotics come from other countries in greater quantities. 

Mr. Otson. People who want to plant their saboteurs and subver- 
sives here naturally would look to that area. I would if I were trying 
to infiltrate people into this country. ' 

Mr. Rooney. Are you familiar with a report gotten out a couple of 
months ago entitled “What Price Wetbacks” which contains many 
photographs depicting this deplorable problem? 
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Mr. Ouson. No, sir. 

Mr. Rooney. It was published by the American GI Forum in 
southeastern Texas in cooperation with the Texas State Federation 
of Labor. I commend it to you for your reading. 

Mr. Otson. Thank you very much. 


USE OF CHEAP LABOR ALONG BORDER 


Mr. Rooney. This is an economic problem, and the farmers alon 
the Texas border will not pay the American minimum wage demuived 
by law to hire Americans. They hire these wetbacks at coolie wages, 
as little as $2 for a 10-hour day, with the result that our immigration 
laws are flouted. The immigration inspector along that border is 
treated with contempt by every farmer who uses wetback labor, and 
most of them do, including many placed very high in the State of 
Texas, 

Mr. Ouson. I am not positive, but either the magazine article of 
ihe New York Times to which I referred or the joint release by the 
three departments touches on that. It suggests that possibly this 
cheap labor does take away jobs from our own people. 

Mr. Rooney. Not only that, this illegal labor takes away approxi- 
mately, if I remember the figure, $30 million a year. The money 
paid as coolie wages is not spent in the United States on our side of 
the border. It is sent to Mexico and constitutes the third largest 
source of income to Mexico, exceeded only by tourism and the mining 
industry. The outfit that does the biggest business along the border 
is the United States post office where the wetbacks buy money orders 
to send their wages back into Mexico. So that it harms the small- 
business man, the drug store, the restaurant, and other such small 
businesses. All the money goes to the other side of the border. I 
commend that for your reading. 

Mr. Otson. Thank you very much. I believe Mr. Bow, acting 
chairman last year, indicated that the Appropriations Committee sort 
of frowned on these luxurious airplane rides to return these people 
back to Mexico who were apprehended and they were going to try to 
work out other plans for returning of these jumpers. I suppose that 
would permit them to use it elsewhere. We of the Legion, it may 
seem funny to you that we are interested in a proposition of this kind, 
but there are those-—— 

Mr. Rooney. You should be interested. 

Mr. Orson. But there are those other factors that come into it. 

Mr. Rooney. I say that as one who sometimes disagrees with the 
Legion. 

r. Orson. Thank you very much. 


Maritime Activities 


Mr. CLEVENGER. We were to hear from the American Legion on 
maritime activities also. Do you have a statement you wish to 
submit? 

Mr. Ouson. I left the statement upstairs in your P-3 office. I 
wasn’t sure you would consider it today. A letter from Mr. Henry 
C. Park, the Chairman of our Merchant Marine Committee, now is 
in room P-3 with one of your clerks up there. 
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Mr. CLevencer. That can be submitted for the record. 
(The information requested is as follows:) 


Fesruary 1, 1954. 
Mr. Joun TABFR, 
Chairman, Appropriations Committee, 
House of Washington, D.C. 

Drar Sir: The American Legion has for many vears supported the objective 
of an American merchant marine adequate for the national defense and our 
peacetime commerce. 

While the total budget for maritime activities for the fiscal year ending June 30, 
1955, falls short of providing for the accomplishment of many of the objectives 
including ship replacement which the Legion has continuously urged we recognize 
and support the necessity for economy in Federal expenditures. In addition it is 
our understanding that ship construction and the payment of other obligations 
due in 1954 will be the subject of supplemental bucget requests. 

We respectfully suggest that the appropriations request for maritime activities 
for 1955 is a minimum request entirely consistent with the economy program. 
Severe cuts have been made in salaries and expenses and in maritime training. The 
request for operating differential subsidies reflects the increasing disparity be- 
tween American and foreign operating costs and the desire of the administration 
to eatch up on contractual payments long past due. 

For these reasons we respectfully urge that the total request for $101,660,000 be 
granted without further reductions which we sincerely believe would be unwise 
both from the standpoint of national defense and the necessity for maintaining 
this great maritime industry as an important element of our peacetime economy. 

Respectfully submitted. 

Henry C. Parke, 
Chairman, National Merchant Marine Committee, National Security 
Commission, 


Mr. Ouson. Mr. Chairman, I appreciate your courtesy and that of 
your committee this morning. Any time we can be of assistance just 
call upon us. 

Mr. CLevencer. Thank you very much. 


Maritme Activities 
WITNESS 


FRANCIS T. GREENE, EXECUTIVE VICE PRESIDENT OF THE 
AMERICAN MERCHANT MARINE INSTITUTE, INC. 


Mr. CLevenGcer. We will next hear from Mr. Francis T. Greene, 
- we vice president of the American Merchant Marine Institute, 

ne. 

Mr. Greene, I note that the record is wrong. It has your name 
listed as Frederick T. Greene, but we will have it changed to Francis 
T. Greene. 

Mr. Greene. That was my father’s name, but I was never good 
enough to bear that. 

Mr. CLevencer. You want to change it to Francis T. Greene? 

Mr. Greene. Yes, sir. 

Mr. CLevencer. That was a nice tribute to your father. Mr. 
Greene, if you have a statement, you may proceed. 

My name is Francis T. Greene. I am executive vice president of 
the American Merchant Marine Institute, Inc., 11 Broadway, New 
York, and 1701 K Street, Washington, D.C. The institute represents 
American owners of American-flag oceangoing ships totaling more 
than 9 million dead-weight tons, a substantial majority of the Ameri- 
can merchant marine of all categories. 

We are appearing here today in connection with three items in the 
1955 maritime activities budget as submitted by the President on 
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January 21, 1954. These items are the restriction of recoveries under 
war-risk insurance to just compensation as interpreted by the Gen- 
eral Accounting Office, the proposed limitation on voyages under sub- 
sidy contracts for fiscal year 1955, and the reduction in fiscal year 1955 
funds for maritime training. 

1. Recoveries under war-risk insurance: A provision contained in 
the proposed bill under the heading ‘“‘War Shipping Administration 
Liquidation, Treasury Department,”’ states that: 

No money made available to the Department of Commerce, for maritime ac- 
tivities, by this or anv otber Act shall be used in payment for a vessel the title to 
which is acquired by the Government either by requisition or purchase, or the 
use ot which is taken either by requisition or agreement, or which is insured by the 
Government and lost while so insured, unless the price or hire to be paid there‘or 
(except in cases where section 802 of the Merchant Marine Act, 1936, as amended, 
is applicable) is computed in accordance witn subsection 902 (a) of said Act, as 
that subsection is interpreted by the General Accounting Office. 

In case of war or emergency the Government takes over privately 
owned American-flag shipping by 1 of 3 methods. It may requisition 
a vessel either (1) by assuming ownership; (2) by chartering the vessel 
from its owner; or (3) by leaving the vessel in private ownership and 
operation but otherwise controlling its use. 

In time of emergency, the insurance presently written by private: 
marine insurers to cover vessels for war risk loss or damage expires: 
within 48 hours after the outbreak of major war. Under such cir- 
cumstances, no prudent private shipowner would risk operating his 
vessel without such coverave. The Government, therefore, has found, 
and still finds, it necessary to provide war-risk insurance in order to 
make possible the utilization of the many vessels which will remain 
under private ownership. Such war risk insurance was made avail- 
able during World War II and again after the outbreak of hostilities 
in Korea. The law currently providing such insurance, Public Law 
763, approved September 7, 1950, is design ted as title 12 of the 
Merchant Marine Act, 1936, as amended. Section 1209 of this act 
provides that the amount of claim paid under the act ‘shall not exceed 
the vessel’s fair and reasonable vaiue as determined by the Federal 
Maritime Board.” Section 1212 of this act provides, however, for 
court review in event of a disagreement over a loss or claim. 

An owner, in order to obtain war risk insurance from the Govern- 
ment, is required to agree to accept the amount of loss payment that 
the Government is authorized to pay, which, under the terms of the 
proposed language, would be restricted to just compensation as pro- 
vided by section 902 (a) of the Merchant Marine Act, 1936, as that 
subsection is interpreted by the General Accounting Office. In other 
words, he would thus be required to waive his rights to judicial review 
of his claim as provided for in section 1212 of the Merchant Marine 
Act of 1936, as amended. In our judgment, a statutory requirement, 
whether in an appropriation act or a substantive statute, that any 
provision of law must be interpreted and applied by the courts as a 
particular Government official may see fit to construe it, would 
establish a most dangerous precedent. Courts of the land are the 
proper judicial instrument to render binding interpretations of law. 

Further, the proposed language violates a fundamental concept of 
insurance in that it requires the payment of premiums on a policy 
value of a ship, which value is not determined at the time of issuance 
of the policy and remains undetermined until after the loss has been 


| 


676 


incurred. Moreover, the final value determination, so far as this 
appropriation language indicates, may bear no reasonable relationship 
to the amount of the premium paid. It should be noted at this 
point that premium payments by private owners for war-risk insurance 
during World War II not only were sufficient to cover claims paid and 
administrative costs but left the Government with a surplus of 
approximately $100 million. There is, therefore, no basis for support 
of the proposed language in terms of any economy that may possibly 
be realized and no record of excessive payments in the determination 
of just compensation by the administering agency. In fact, in the 
case of 31 vessels where owners refused to accept just compensation 
awards as determined by the War Shipping Administration and ap- 
pealed to the courts, the court award was 62 percent more overall 
than the amounts offered by the War Shipping Administration. 
Indeed, in a case decided by the Court of Claims just 2 days ago, 
just compensation for the steamship Evelyn was awarded by that 
court in the total amount of approximately $360,690. This represents 
a just compensation valuation of approximately $113,103 more than 
the valuation offer made to the shipowner by the War Shipping 
Administration in 1944. 

In addition, by specifying or limiting the manner in which section 
902 of the Merchant Marine Act, 1936, as amended, shall be inter- 
preted and in negating the effect of section 1212 of the same act, the 
proposed language constitutes substantive legislation in an appro- 
priation act. 

2. The limitation of subsidized voyages: The proposed appropria- 
tion for operating-differential subsidies for fiscal 1955 contains the 
following proviso: 

* * * That no part of the foregoing appropriation shall be available for obliga- 
tion, nor any obligation made, for the payment of an operating-differential subsidy 
for any number of voyages, during the current fiscal year, in excess of sixteen 
hundred, which number shall include the number of voyages under contracts 
hereafter awarded and of which one hundred shall be for operators who have not 
held contracts prior to July 1, 1952. 

The American Merchant Marine Institute urges that the limitation 
contained in this proviso be deleted because, in effect, it negates the 
national maritime policy as set forth by the Merchant Marine Act of 
1936 and as reiterated in the Merchant Ship Sales Act of 1946. The 
declaration of policy of the Merchant Marine Act—section 101—calls 
for a United States merchant marine capable of carrying a substantial 
portion of our export and import trade and capable of providing 
adequate shipping services on all routes essential for maintainin 
the flow of our domestic and foreign waterborne commerce. i 
substantial portion has generally been interpreted to mean at least 
50 percent. Presently we are carrying less than 30 percent of our 
dry-cargo export and import trade. 

oday we are faced with sharp increases in the amount of foreign- 
flag competition and pointed evidence of our growing inability to 
reach the 50-percent goal of the 1936 act. In part this is due to the 
multitude of aids given foreign fleets by their respective national 
rovernments and, in fact, to certain aids given by American taxpayers 
or the rehabilitation of foreign fleets. It appears to us, therefore, 
that this is a most unpropitious time in which to limit subsidized 
voyages by statutory requirements and thereby to deprive the 
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appropriate administrative agency of the necessary flexibility manda- 
tory in reaching our declared national maritime goals. 

Moreover, we object to the principle involved in writing substantive 
legislation into an appropriation bill and in specifying, in appropriation 
bills, limitations which are not expressed in the basic substantive 
legislation and which, depending on circumstances, may be in affirma- 
tive conflict therewith. 

3. The reduction in funds for maritime training: Our organization 
represents, as noted, the owners and operators of a substantial majority 
of all United States-flag oceangoing ships. We are naturally proud of 
our principals’ achievements in developing and maintaining our mer- 
chant marine for service in both peace and war. We have, however, 
never shirked paying tribute to the men aboard our ships as integral, 
vital parts of our merchant marine. It has been said, and with 
obvious truth, that our ships are no better than the men who man 
them. In recognition of this, the Magna Carta of the merchant 
marine, the 1936 act, provides in section 101 that the United States 
man its ships with a “trained and efficient citizen personnel.” Further 
section 216 of the 1936 act provides a mechanism by which such train- 
ing should be established and maintained. 

That training program has been in operation for about 15 years, and 
no one can deny the vital purpose it has served and served well. 

We understand and sympathize with the administration and con- 
gressional desire to effectuate real economies and eliminate unneces- 
sary governmental expenditures. However, in light of today’s world 
situation and our international commitments, we believe it extremely 
unwise to reduce the training program at the present time. It 
seems to us somewhat discoordinated for our Government to be 
spending such overwhelmingly large sums for the national defense 
and at the same time to seek relatively paltry economies by eliminat- 
ing or cutting back programs which train our licensed and unlicensed 
personnel for merchant ships so vital to that defense. A nucleus 
mobilization base and adequate reserves of human skills in the 
merchant shipping field is just as necessary as it is in the areas of the 
Army, Navy, and Air Force. 

Even barring defense considerations, the Government has, over the 
past decade, undertaken to provide trained personnel, licensed. and 
unlicensed, to help overcome in part, at least, the high rate of attrition 
traditional in maritime employment. To cut the flow to ships of 
skilled personnel lays the groundwork for regression to the low- 
caliber personnel inadequately trained and poorly disciplined which 
characterized maritime employment years ago when ships were simpler 
and personnel skills required less highly developed than today. 

To avoid that possibility, and with grave concern for the national 
interest, we urge the provision of adequate funds for the continuation of 
training of licensed officers at at least its present level at the Merchant 
Marine Academy in New York and the other merchant marine acad- 
emies elsewhere. Further, we urge that, before the death peal is 
sounded by appropriation act for the training of unlicensed personnel 
by the elimination of funds for that purpose, Congress should under- 
take a study of the whole problem. Such a study would, we believe, 
reconfirm our conviction that funds required to keep total maritime 
training at current levels are not only small but well spent. 
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I would like to thank the committee for the opportunity which you 
have so graciously accorded me in appearing here. 

Mr. CLuvencer. If there are no questions, we thank you, Mr. 
Greene, for your presentation. 


Maritime TRAINING 


WITNESSES 


JOHN M. BISHOP, MMP-AFL 

H. L. DAGGETT, NMEBA-CIO 

MATTHEW DUSHANE, SUP-AFL 

HOYT S. HADDOCK, CIO MARITIME COMMITTEE 

A. D. LEWIS, UMW 

ANDREW MacDONALD, ROU-AFL 

ROBERT MATTHEWS, SIU-AFL, ATLANTIC AND GULF 
T. L. MEYER, MFOW-AFL 


Mr. CLevencer. We have with us this morning Mr. John M. 
Bishop, who is appearing on behalf of the Conference of American 
Maritime Unions, in regard to maritime activities. 

Mr. Bishop, we are glad to have you, and you may proceed with 
your statement. 

Mr. Bisop. My name is John M. Bishop. I am appearing on 
behalf of the Conference of American Maritime Unions. This con- 
ference is composed of the American non-Communist-dominated 
unions which are affiliated with the American Federation of Labor, 
the Congress of Industrial Organizations, and the Marine Affiliates of 
the United Mine Workers of America. These unions are listed on 
the title page of this testimony. The total membership of these 
unions is approximately 130,000 seamen. 

The proposed budget for fiscal 1955 contains a request for $2 million 
for the Federal maritime training program. Of this sum $1,900,000 
would be allocated to rage Point Academy for the training of cadet- 
midshipmen to become licensed officers in the merchant marine. 
There is another item in the budget which requests $660,000 for alloca- 
tion to the maritime academies operated by the States of New York, 
Maine, Massachusetts, and California. These State academies also 
train cadet-midshipmen to become licensed officers in the merchant 
marine. 

In the budget there is no request for funds for the maritime training 
schools which provide upgrading, refresher, and specialist courses to 
seamen already in the industry. In fact, the last two upgrading 
schools, Sheepshead Bay Training Station and Alameda Training 
Station, already have been closed by the Maritime Administrator. 
This was done despite congressional appropriation of funds required 
to operate the schools through June 1954. 

e shall briefly state the facts which show that the request for 
money to operate Kings Point Academy and the four State academies 
should be Jenied. Instead, money should be appropriated for the 


operation of the upgrading schools at Sheepshead Bay, N. Y., and 
Alameda, Calif., and for | Maritime Service Institute which pro- 
vides correspondence courses to officers and crews at sea. We will 
prove that this approach to maritime training will result in great 
savings to the Government and, at the same time, provide the most 


| 

| 

| 


679 


practical program of training skilled unlicensed seamen and merchant 
marine officers. 

No one will doubt that the necessity of any training program 
depends upon the need of trained men in the industry. Also, the best 
gage of determining the need of trained men is to study the employ- 
ment and unemployment of men possessing the skills which are 
developed by the training program. At the present time there is a 
great oversupply of licensed deck and engineroom officers in the 
maritime industry. Moerine officers in the industry are in sharp 
competition for jobs. Despite this, the Federal Government has 
decided to waste $2,560,000 a year to turn out new officers to compete 
for scarce jobs. This is a gross injustice to the taxpayers. There is 
no reason in the world for pouring out funds to train men for work in 
an already overcrowded industry. 

Some may challenge us by stating that it may be true that there 
is, at this time, an oversupply of marine officers, but that there would 
be a scarcity should our merchant marine be expanded. To answer 
this anticipated query we use the experiences of manning our ships 
during the Korean war. 

At the outbreak of the Korean war our merchant marine consisted 
of 1,162 oceangoing merchant ships manned by 59,000 seamen. In 
order to provide adequate shipping to service our troops and allies, 
our Government activated from 50 to 75 ships a month from the 
national defense reserve fleet. This program was followed until the 
peak was reached in February 1952 when our merchant marine con- 
sisted of 2,045 oceangoing ships manned by some 100,000 seamen. 
During this expansion period there occurred shortages of certain 
ratings aboard our ships. The first and most critical shortage was 
that of radio officers. The next greatest shortages were able-bodied 
seamen and skilled unlicensed engimeroom seamen. 

By recruiting the seamen who had left the sea, the maritime labor 
unions were able to minimize the delays in ship sailings. Despite 
the great success of our labor unions to provide most of the skilled 
seamen, the Coast Guard was compelled to issue regulations which 
permitted less skilled men to sail in positions calling for higher cer- 
tificates and licenses. During 1951, 2,057 ships ' sailed under waiver 
of manning requirements. The total number of 3,637 seamen sailed 
under waivers. Of this number 2,160 were ordinary seamen sailing 
for able-bodied seamen, 1,367 were wipers and coal passers sailing for 
qualified members of the engine department, while only 17 deck 
officers and 93 engine officers sailed in ratings that were higher than 
their licenses called for. 

During 1952, 2,565 ships sailed under waiver of manning require- 
ments. There were 5,063 seamen sailing under waiver. Of this 
number 2,943 were ordinary seamen sailing as able-bodied seamen, 
1,748 were wipers and coal passers sailing as QMED’s, while only 84 
deck officers and 288 engine officers were substituted for higher 
ratings. The engine officer shortage resulted largely from the lack 
of engineers trained in working high-pressure turbines. This short- 
age was alleviated by having engineers take the 4-week high-pressure 
turbine course at Sheepshead Bay Training Station. 


1 Source: Proceedings of the Merchant Marine Council, U. 8. Coast Guard. 
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The above data proves that in a national emergency period the 
American Merchant Marine requires more upgrading, specialist, and 
refresher training of crews and officers. The need of licensed officers 
turned out by the Federal and State academies is negligible because 
the upgrading schools can train them. 

On January 12, 1954, Mr. Louis Rothschild appeared before the 
House Merchant Marine and Fisheries Committee to discuss his 
actions pertaining to the maritime training program. He stated that 
by July 1954 there will be 744 cadet-midshipmen at Kings Point and 
at present there are over 1,000 cadet-midshipmen at the 4 State 
academies. It must be noted that the cadet-midshipmen, who are 
not from the maritime industry, are taking a full-time 4-vear course 
leading to a college degree. Mr. Rothschild stated that the Govern- 
ment cost per student per year at Kings Point is $3,002 plus costs of 
maintenance of buildings and equipment. 

These average costs per student at Kings Point and the State 
academies are extremely high compared to the average cost per 
graduate of Sheepshead Bay and Alameda. The number of gradu- 
ates of these 2 upgrading schools, and the average cost per graduate 
_ _— years 1950, 1951, 1952, and 1953 are shown in the following 
table: 


TaBLe I.—Number of graduates of Sheepshead Bay and Alameda and average cost 
per graduate ! 


Fiscal year 1950 Fiscal year 1951 | Fiscal year 1952 | Fiscal year 1953 | 


Sheeps-| Sheeps- 
| head | Ala 


meda head 


Deck department 
Engine department 
Radio department. 
Steward department 


Average cost per graduate _ __ 
Average cost per graduate of 
both schools 


1 Source: U. 8. Maritime Administration. 
2 Lifeboat and purser-pharmacist’s mate trainees. 


Mr. Rothschild also stated that the closing of the Alameda Training 
Station will save the Government $300,000 a year, the closing of 
Sheepshead Bay will result in a savings of $350,000 a year, and the 
elimination of the correspondence courses will result in a savings of 
$178,000 a year. This is a total of $863,000 a year. It is a low figure 
compared to the $2,560,000 requested for the operation of Kings Point 
and the four State academies. 

In conjunction with the great difference in total costs of operation 
and average cost per graduate between the Academies and the up- 
grading schools, we point out that the merchant marine receives 
greater benefits from the upgrading schools. From the inception of 
the training program in 1938 until December 31, 1951, a total of 256,454 
men were trained. This figure consists of 157,977 men trained for 
unlicensed positions in the deck, engine, and steward’s departments; 


‘ 
head | | head 
Bes | meda | ‘Ray | med | Bay m | meda 
ARES EF 570 436 418 387 447 437 462 310 3, 467 
ares 8 942 676 642 419 637 371 729 468 4, 884 
dames’ 89 0 41 0 70 0 44 0 234 
adhe 309 311 239 81 802 96 246 151 2, 235 ; 
Radar and loran............ 558 188 393 1s4 297 128 352 176 2, 276 ; 
Special courses ?__.......... _1, 009 538 419 118 814 550 839 116 4, 403 
Total -s-----------| 3,477 | 2,149] 2,152] 1,189) 3,067 | 1,582 | 2,672 | 1,221] 17,499 
$214 $262 $309 $371 $140 $224 $175 
$232 $331 $169 $225 
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7,756 radio operators, 5,368 purser-pharmacist’s mates; 43,938 other 
specialists; 27,333 unlicensed ratings trained as deck and engineer 
oflicers; 9,984 deck and engineer officers graduated by the Merchant 
Marine Cadet Corps; and 4,406 deck and engineer officers graduated 
from the State maritime academies. In addition to the above train- 
ing, 40,140 seamen were upgraded to higher ratings, 19,590 took 
refresher courses, and 8,370 completed correspondence and extension 
courses in nautical and other subjects. Thus, a grand total of 324,862 
men were trained and upgraded during the 14-year period 1938 through 
1952. It is important to note that the upgrading, refresher, and spe- 
cialist courses not only trained and upgraded our unlicensed seamen 
but also provided the great majority of officers for our merchant 
marine. The upgrading schools provided 27,533 deck and engineer 
officers as compared to 9,984 from Kings Point and 4,406 from the 
State academies. 

It is our observation that graduates from the academies go to sea 
for a while and end up in shoreside jobs. We do not have actual data 
showing the number of Kings Point and State academy graduates 
who are still in the maritime industry. We believe that you should 
compel the Maritime Administration to conduct a survey which will 
show how many Kings Point graduates are still sailing. We are 
certain that the results of such a survey will convince you that the 
United States merchant marine and the Government are not deriving 
sufficient benefit to warrant the expenditures required for the operation 
of Kings Point and the State academies. 

The above data is proof that our merchant marine is better benefited 
by the upgrading schools than by the Academies. Instead of spending 
money to provide a 4-year course leading to a college degree, the 
upgrading schools provide courses most of which were of one month’s 
duration (see exhibit No. 1). 

The courses in the upgrading schools were open to applicants who 
possessed merchant-mariner’s documents or Counce validated for 
service in this national emergency (i. e. screened for security) and 
who met the following eligbility requirements: 

1. Had sailed in the United States merchant marine subsequent to 
December 7, 1941 and possessed documentary evidence of at least 
6 months’ merchant marine sea time after that date. 

2. Applicants of draft age were not considered unless they pro- 
duced documentary evidence of having signed off a merchant marine 
vessel within the preceding 30 days or submitted proof of draft 
exemption. 

3. Those enrollees who had previously received resident training 
through the United States Maritime Service must have acquired 6 
months’ sea service since their last training period in order to qualify 
for additional training. 

The above three qualification requirements are important because 
they made the training available only to bona fide seamen who would 
use their training at sea. Point No. 3 is extremely important because 
it compelled men to use their training at sea for at least 6 months 
before they could take another course. This is practical and econom- 
ical because seamen learned to apply their school training on the job 
aboard ship. It also gave him the incentive of studying beyond the 
content of the course he had taken. 
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We firmly believe that the upgrading schools provide the training 
policy set forth in sections 101 and 216 of the Merchant Marine Act 
of 1936. These sections provide that the Maritime Commission shal| 
provide for the traiming of United States citizens as merchant marine 
officers and skilled seamen in order that our merchant marine be 
manned by properly trained seamen. 

We urge this committee to appropriate sufficient funds for the 
operation of the upgrading training stations at Sheepshead Bay and 
Alameda and for the correspondence courses given to seamen at sea. 
Also, we urge you not to appropriate funds for the operation of Kings 
Point and the four State academies. 


Exarnir No. 1 


Courses Wuich Were Conpvucrep at tHe UNITED Staves MARITIME TRAINING 
Stations IN 19538, SHeersHeEAD Bay, Brookiyn, N. Y., ALAMEDA, 


The courses available were as follows: 
At Sheepshead Bay, Brooklyn, N. Y. At Alameda, Calif. 
FOR LICENSED ENGINE PERSONNEL 


High-pressure turbine (4) License preparation and advanced en- 
License upgrade engine (4) gine (4-6) ! 

Marine electricity (8) ! Marine electricity (8) ! 

Marine refrigeration (4) ! Marine refrigeration (4) 

Machine shop practice (4) ! Machine shop practice (4) ! 


1 Denotes this course also available to unlicensed engine personnel. 


FOR UNLICENSED ENGINE PERSONNEL 


Unlicensed engine upgrade (4) Unlicensed engine upgrade (4) 
Prelicense engine 


FOR LICENSED DECK PERSONNEL 


License upgrade and deck officer re- License upgrade and deck officer re- 
fresher (4) fresher (4 


-FOR UNLICENSED DECK PERSONNEL 


AB upgrade and refresher (4) AB upgrade and refresher (4) 
Prelicense deck (6) Prelicense deck (6) 


FOR STEWARD’S DEPARTMENT PERSONNEL 


Cooking, baking, and butchering (4) Cooking, baking, and butchering (4) 
Chief steward training (4) 


Norte.—The numeral following the course title denotes the duration of the course in weeks. 


The courses are designed to bring the student up to date with new developments 
in the industry and to improve his professional qualifications. The instruction in 
many of the courses is of great assistance to those students who desire to obtain 
higher certification, original, renewal, or raise in grade of license. 

School hours are trom 9 a. m. t> 5 p. m. (l-hour lunen period), Monday through 
Friday. Students are extended liberty each evening and weekend period. 

Courses convene at 2-, 4-, 6-, and 8-week intervals, depending on the course of 
training selected. 

Government quarters and subsistence are furnished to both licensed and un- 
licensed personnel while in training at the training station. 

Assignments to these training courses are effected through our enrolling offices 
only, and further information, applications, and course descriptions can be 
obtained by applying at or writing to the enrolling office checked below: 

( ) 19 Trinity Place, New York 6, N. Y. 

( ) Room 105-6, Customs House, 555 Battery Street, San Francisco 11, Calif. 


| 
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No transportation will be furnished by the Government to the enrolling office. 
This expense must be arranged for by the applicant. 

Mr. CLeveNGER. Any questions? 

Mr. Coon. I would like to ask Mr. Bishop a question or two: 

Have your or any other representatives of your organization 
appeared in opposition to Kings Point Academy before? 

Mr. Bisnor. Yes, sir; the national organization of masters, mates, 
and pilots, of which I am the Washington representative, is on record 
at all the hearings pertinent to Kings Point, and we base our argument 
on proper training programs for upgrading officers in line with the 
necessities and requirements for the merchant marine. 

Mr. Coon. Did you oppose the operation of Kings Point during 
the Korean war, when there was a shortage of merchant marine men? 

Mr. Bisnopr. I do not recall, sir; that there were hearings pertinent 
to Kings Point, and I would have to check our record on that. 

Mr. Coon. | just wondered if you had always opposed Kings Point? 

Mr. Bisuop. Yes, sir; on the basis of their training, and the fact 
that Kings Point representatives, through the Alumni Association, 
admit that they actually turn out one-fifth of the officers that get 
licenses in the merchant marine. 

Mr. Coon. Do these Kings Point graduates join your union, then? 

Mr. Bisuor. Normally; yes, they 

Mr. Coon. Are you speaking for them and are they in opposition 
to Kings Point? 

Mr. Bisuop. Possibly, but there are a certain number of individuals 
who do not, but the policy of the organization for the type of training 
at Kings Point—the policy of training at Kings Point is what we are 
speaking to. 

Mr. Coon. You are not speaking, then, for its graduates of Kings 
Point. Even though they belong to your union, they have different 
opinions? 

Mr. Bisuop. The policy is set by the representatives through their 
organizations—the Masters, Mates and Pilots, and that happens to 
be an amalgamation of local organizations which, no doubt, have 
quite a representation of Kings Point graduates in the group. 

Mr. Coon. That is all. 

Mr. Cievencer. If there are no further questions, we thank you, 
Mr. Bishop. 

Mr. Bisnor. Thank you very kindly, sir. 


Kines Point AcApDEMY 


WITNESSES 
JAMES J. MURPHY, NATIONAL PRESIDENT 
ROBERT MCNALLY, NATIONAL TREASURER AND BUSINESS MANA- 
GER 
WHEATLEY N. HEMMICK, JR., CHAIRMAN, LEGISLATIVE COM- 
MITTEE 
JOSEPH M. BAKER, JR., WASHINGTON REPRESENTATIVE 


Mr. CLevencer. We are glad to have with us Mr. James J. Mur- 
phy, national president of the Alumni Association of the United 
tates Merchant Marine Cadet Corps, and we shall be happy to hear 
from Mr. Murphy. 
Mr. Murpny. Thank you very kindly, sir. 
If I may, sir, I would like to read this statement at this time. 
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I am a little unfamiliar with the method of proce re before your 
committee. 

We appreciate your indulgence in hearing our testimony in behalf 
of the United States Merchant Marine Academy and wish to take this 
opportunity to thank your committee for giving us the privilege of 
attending this hearing. We represent a unique position in alumni 
associations in that our membership is wholly employed in the marine 
industry, from the ranks of labor through the management level. 

The American public and the Congress of the United States are 
our natural courts of appeal. We are appearing here today to prevail 
upon you to continue the appropriation for the United States Merchant 
Marine Academy as recommended by the Department of Commerce. 
We are disturbed, due to the fact that the Maritime Administration 
was, and perhaps presently is, considering closing Kings Point. 

Before I go further to prove the national cross sectional approval 
of the operation of the United States Merchant Marine Academy, 
may I introduce into the record these resolutions, letters, and en- 
dorsements that have been submitted in opposition to any attempt 
to close the United States Merchant Marine Academy. I do not 
want to take up the committee’s time by reading each of these reso- 
lutions. However, I believe the editorial published in the New York 
Journal of Commerce summarizes the entire situation, and I would 
like to call your attention to it. While we earnestly hope that there is 
no serious consideration being given to the curtailment of the United 
States Merchant Marine Academy, we feel it appropriate to bring to 
your attention these facts: 

As early as 1931 it was recognized that merchant marine training 
was a Federal responsibility. It was pointed out that ships were 
under United States registry and flew the American flag. The laws 
which governed their operation, the licenses which their officers 
received, were federally issued. Foreign competitors of the United 
States merchant marine have their national systems of maritime train- 
ing. Both the old Shipping Board and past Maritime Commission, 
agreed that maritime-traiming was a Federal function. The Merchant 
Marine Act of 1936 as amended in 1938 substantiated this belief, by 
its specific congressional approval of Federal merchant marine officer 
training. The importance of this decision, can best be illustrated by 
the fact that the first class of the Academy was graduated before the 
beginning of World War Il. We are all aware of the great growth of 
our merchant marine during that War. It is noteworthy, that during 
that great conflict, that 80 percent of all cargoes transported were 
carried in American ships. By the end of the war, 90 percent of the 
world’s fleet was made up of American ships. The United States 
merchant marine can be best summed up, by the statement of Presi- 
dent Eisenhower, that the United States merchant marine is the 
“fourth arm” of the national defense. This statement reflects due 
credit to the graduates of the Merchant Marine Academy who manned 
the greatest fleet ever amassed to carry the vital cargoes necessary to 
conclude successfully a global war. It might be brought out at this 
time that the United States Navy substantially benefited by the 
graduates of the United States Merchant Marine Academy, since all 

duates of the Academy are commissioned in the United States 

aval Reserve. 
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The previous remarks were intended to bring out the background 
for the establishment of the United States Merchant Marine Academy. 
We can only be guided by the past. However, we must always look 
to the future of this ever-growing country of ours. It is safe to surmise 
that the future growth of this great country is going to depend upon 
our seaborne commerce. Our great production know-how and the 
ever-increasing need for importation of the basic raw materials neces- 
sary for this production, dictate our future reliance upon the merchant 
marine as a vital component in our economic structure. 

Let us see how we are preparing for the future growth of the United 
States merchant marine. At the moment, these are the hard statistics. 
Only about 8 percent of the American merchant fleet has been built 
since 1945, approximately 35 percent of the foreign merchant marines 
have been constructed since World War Il. Of the total world tonnage 
now under construction, our shipyards are building only 6 percent. 
The shipyards of Great Britain are working on 40.4 percent; those of 
Sweden and Germany more than 10 percent and those of Holland 
8.2 percent. In view of these figures, can we go on the assumption, 
that once American competition is eliminated these foreign shippers 
will maintain competitive rate levels as set by international confer- 
ence? Do not underestimate the danger if we continue to delay in 
the reconstruction of our American merchant marine. Only last 
year, President Eisenhower repeating previous references to the 
merchant marine as our “fourth arm’ of defense, showed himself 
acutely aware of the perils implicit in our empty merchant ship 
cupboard when he wrote: 

We were caught flatfooted in both world wars because we relied too much 
upon foreign-owned and operated shipping to carry our cargoes abroad and to 
bring critically needed supplies to this country. America’s industrial prosperity 
and military security, both demand that we maintain a privately operated mer- 
chant marine adequate in size and of modern design to insure that our lines of 
supply for either peace or war will be safe. 

It follows, that the officers responsible for the administration and 
safe passage of these vessels be of the highest quality and profession- 
ally equipped to stand off this forecasted storm heading for our great 
country. It has been said, and truly said, by great shipping nations, 
such as Great Britain, France, and Germany, that the United States 
Merchant Marine Academy is the finest training institution for 
merchant marine officers in the world. However, to have the finest 
training institution for merchant marine officers in the world is to no 
avail, if it does not render a vital service to our great country. The 
United States Merchant Marine Academy guarantees a continuous 
influx into the merchant marine, the highest type of professional 
officer. This influx of officers is vitally needed in an industry that 
has an attrition of 1,700 officers annually. This attrition is sub- 
stantiated by the Department of Commerce figures, by a survey made 
by the American Merchant Marine Institute and is further substan- 
tiated by the shipping companies in their personnel records. To 
dispel any notion, that the United States Merchant Marine Academy 
fills the complete need for officers in the industry, may I state that 
your Academy graduates approximately 150 officers annually, in its 
present peacetime arrangement. May I further state, that due to 
their high professional standing, these men are diligently sought after 
by the shipping industry. 
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As evidence of the high professional standing of these graduates, 
may I briefly point out, that the superintendent in charge of all con- 
struction, for the superliner, the steamship U/nited States was Nicholas 
Bachko, of the class of 1942. He is now serving as assistant superin- 
tendent engineer of United States Lines. Further may I state that 
the executive chief engineer aboard that great liner is Edward Almberg 
of the class of 1944. More than three-quarters of the officers serving 
aboard the steamship United States are graduates of the United 
States Merchant Marine Academy. 

The United States Merchant Liwine Academy renders a further 
vital service to our great country. It guarantees a continuous influx 
of Naval Reserve officers, as all graduates are required to be com- 
missioned as ensigns in the Naval Reserve. Graduates are recognized 
as one of the best ready supplies of Naval Reserve officers, who can 
be counted on in time of emergency as stalwart, trustworthy citizens, 
capable of carrying out the mission for which they were so thoroughly 
trained. The Navy has high praise for the nautical knowledge of the 
United States Merchant Marine Academy graduates. During the last 
war, over 2,000 graduates served with the Navy. During peacetime, 
the Merchant Marine Naval Reserve is the only group of Naval 
reservists who follow the sea as a profession. 

In conclusion, may I respectfully request, gentlemen, that you give 
your unqualified support to the proposed appropriation for the United 
States Merchant Marine Academy, that by so doing, you will not only 
strengthen the striking force of the United States in time of emergency, 
but you will insure the continuous growth of this great country by its 
active participation in the commerce of the maak 

Thank you, gentlemen, for permitting me to present my statement. 

Mr. CievenGcer. Thank you. 

Are there any questions? 

Mr. Murpuy. I shall be glad to attempt to answer the questions 
which any of you gentlemen may have. 

Mr. Coon. T want to compliment Mr. Murphy on his very good 
presentation of this interesting subject. 

Mr. Murpny. Thank you very much. I was more frightened than 
I was anything else. 

Mr. CLevencer. There is no need to be frightened when you appear 
before us. 

Mr. Murpny. I have Mr. Hemmick here with me. He is execu- 
tive vice president of the Alumni Association, and is presently engaged 
in sailing. He is awaiting a ship, as master, on March 10. At that 
time he is going back out as master of a vessel, and he has some data 
here that he has made up that would be of interest to you, perhaps, 
and it deals with the acceptability of our men. 

Mr. Cievencer. If it is short, you might include it in the record, 
if you wish. 

Mr. Mureny. Thank you very kindly; it is a very short item. 


EMPLOYMENT OF GRADUATES 


Mr. Hemmtick. I understand that the question has been raised as to 
where Kings Point graduates are today. We have compiled statistics 
for the last 4 years—from 1949 through 1953—and I would like to 
then enter this table in the record; in substance, it shows that all 
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graduates of Kings Point are at sea within 30 days after each gradua- 
tion. 

The table shows the status of the graduates, the class of 1949, 1950, 
1951, 1952. 


Mr. CLEVENGER. You may include this as a part of your remarks. 
(The matter referred to follows:) 


All graduates of Kings Point find immediate employment (within 30 days of 
graduation) in the merchant service or active duty Navy. About 15 to 20 percent 
of the graduates go on active duty Navy. All graduates of Kings Point are at 
sea within 30 days of each graduation. The following table shows the status of 
the graduates of the classes of 1949, 1950, 1951, and 1952, and it will be seen that 
after 4 years over 75 percent are actively following their careers, with 70 percent 
at sea in the merchant marine or Navy, 


U. S. Merchant Marine Academy—Graduates of the classes of 1949-50-51-52: 
Employment status as of April 1953 


Status 1,043 Percent 100.0 


At sea, merchant marine 

Active duty, Navy 

Active duty, other services 

Allied industry 
Attending colleges and universities 
Miscellaneous other employment 
Unemployed 
Mail returned or no response 


Fe 
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Mr. Hemmick. There was one other point: I understand that some 
segments of the industry are in favor of closing the Academy, but they 
do not represent the entire industry. 

We represent a cross section of the industry. 

In support of that, I would like to refer to a newspaper, which is 
published by a maritime union. 

This article [indicating] shows that the union is in favor of keeping 
Kings Point open and that it is opposed to closing the academy. 

Mr. CLevencer. Thank you very much, gentlemen. 

Mr. Murpuy. Thank you, very much, sir, for hearing us this morn- 
ing. We appreciate it very much indeed. 


Strate MARINE ScHOOLS 
WITNESSES 


HON. ROBERT HALE, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MAINE 

RALPH LEVITT, MAINE MARITIME ACADEMY 

REUBIN FRODIN, UNIVERSITY OF NEW YORE 


Mr. CLevENGER. We are happy to have with us Congressman 
Robert Hale of the State of Maine, and Mr. Ralph Levitt and Mr. 
Reubin Frodin, who appear here representing the Maritime Acad- 
emies. 

Mr. Levitt, we shall be glad to hear from you at this time. 

Mr. Levirr. Gentlemen, it had been my understanding that this 
was an open hearing, in which we were going to listen to other testi- 
mony, and then not exactly debate but, at least, have a discussion, 
and so I did not make a prepared statement because of the fact that 
then I did not realize that this was the type of hearing which it is. 
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I represent the Maine Maritime Academy which is located at 
Castine, Maine, and also the California Maritime Academy whose 
chairman is Mr. Sweeney, and he asked me if 1 would speak for them. 

Massachusetts also asked me if they were not able to get here if | 
would not put a good word in for them. 

The appropriation this year calls for $660,000 for the State maritime 
academies, which is $230,000 less than last year; $200,000 of that 
cutoff was because of the fact that Maine had a new ship last year, so 
that cut is no cut at all. 

The $30,000 cutoff is for the training ships—the repairs necessary 
for the training ships. At the present time the maintenance of a ship 
is an expensive proposition. Costs are going up instead of down, and 
and therefore we feel that a drop in the training—in the amount of 
money for the training ships’ repair is disastrous in the fact that those 
prices are going up, and the amount of money to spend is going down, 
and we are really losing more money than the actual figure shows. 

However, as far as Maine is concerned, and the other schools, 
rather than put up any fight—-we know what a strain you people are 
having and we know people are saying ‘cut, cut, cut’’ and all that 
stuff—and we are willing to go along with the $660,000 this year, for 
at least our portion of it for the three schools which I was asked to 
speak for. 

The New York school has their own representative, Dean Frodin, 
and we have talked with each other and I think they will concur, but 
1 will not presume upon them. 

Mr. CLevencer. Paraphrasing your ‘cut, cut, cut,” it is usually 
“up, up, up,” that bothers us the most. 

Ni r. Levirr. Well, of course, I was chairman of the appropriations 
committee up in Maine in the State legislature. 

Mr. Cievencer. Then you understand. 

Mr. Levirr. Yes; I know the “up, up, up,” approach and I know 
that people, as a rule, ask for more than they get. 

In this case, we did ask for more, but the President’s budget has 
come down with the $660,000 and I am a good Republican, as Bob, 
I think, will testify. 

Mr. CLevencer. We have no politics in this committee. 

Mr. Levirr. We understand that, but I am in accord, if that is the 
President s budget, and we will go along with it. 

Mr. CLevencer. That is fine; thank you. 

Mr. Frodin, we shall be glad to hear feomn you. 

Mr. Fropin. My name is Reubin Frodin, and I am executive dean 
for 4-year and professional colleges, State University of New York, 
and I am accompanied by the chairman of the board of visitors of the 
State University of Maritime College. 

I have a statement which I would like to read. 

Mr. Cievencer. You can insert it in the record, if you desire. 

Mr. Froprn. I prepared this statement yesterday because I thought, 
in view of the somewhat confused picture surrounding the various 
attitudes in regard to maritime training, this committee would be 
interested in a brief review of the efforts that New York has made 
over the years in the area of maritime education. 

We hope that the cooperative effort of the Federal Government 
with the State of New York will continue in this field. 


689 


I will be very happy to answer any questions, but I know you have 
had a number of statements today, and what 1 have to say is in my 
prepared statement. 

(The matter referred to is as follows:) 


The State University of New York is a new organization created by the legis- 
lature in 1948 to integrate and expand the State-supported institutions of higher 
learning. There are 27 colleges and institutes in the university, some of them 
more than a hundred vears old. On these campuses, located throughout the 
State, 21,268 students were enrolled this fall, in liberal arts colleges, and in other 
colleges where they prepare for vocations in agriculture, medicine, teaching, and 
in various other professions, including those of deck officers and engineers for 
the merchant marine. State University also supervises 10 community colleges, 
and aids the colleges of the city of New York. Its total operating expenditures 
from all sources in the last fiscal year was $44,806,000. 

The State University Maritime College is the oldest maritime school in the 
United States training young men for careers at sea. It was established, follow- 
ing the passage of an act of Congress of 1874 to stimulate maritime education, 
as the New York Nautical School. It is located in New York City at Fort 
Schuyler on a point of land jutting into Long Island Sound—a historie site dat- 
ing back to its beginnings as a military establishment in the 1830’s. It is lo- 
cated, each summer, on the 6,500-ton training ship, the Empire State. For 80 
years it has provided for the Nation’s merchant marine deck officers and engi- 
neers. Since its first years in the sailing vessel Sf. Mary’s, the institution has 
grown both in size and standards. Since 1946 it has been a 4-year college, grant- 
ing to its graduates the bachelor’s degrees in science and marine engineering. 

Over the years New York State’s maritime school has graduated 3,200 men. 
More than 600 of these have been graduated since World War II with bachelor’s 
degrees. Our last survey—of 400 recent graduates—shows that more than a 
quarter are at sea in the merchant marine and another quarter are on active 
duty in the Navy. The other half of the group are in shore positions in the 
maritime industry, in the Army, in engineering positions outside the maritime 
industry, in teaching, and in graduate school. All of these men constitute a 
reserve of men trained for active duty when the country needs them. 

In the fiscal year 1952-53 the State of New York spent $943,330 in operating 
expenses on behalf of the Maritime College, not counting central administrative, 
fiscal, and purchasing agencies. It received, from students, the Federal Govern- 
ment, and miscellaneous sources, $297,081. The net total operating cost to the 
State, therefore, was $646,249. Fiscal 1953-54, the year we are now nearing 
the end of, and fiscal 1954-55, will show larger expense. 

The direct and indirect support for the Maritime College by the Federal 
Government annually amounts to about $204,000. From Federal appropriations 
of the kind being considered here today, the State of New York received last 
year $25,000 as outright grant for maintaining a maritime school. It also received 
$23,588 in lieu of tuition payments for approximately 48 out-of-State students. 
It was the beneficiary of $38,250 worth of repairs made on the federally owned 
training ship. Students will reeeive from the Federal Government subsistence 
allowances amounting to $117,000—which, in turn, will be paid to the State by 
them. These are allowances of $450, available to 260 students—one-healf of our 
present student body of 529. These allowances are awarded by the college on 
the basis of scholastic and military performance from among the students who 
have completed at least 1 year in the college. Only those students who have 
shown the most ability and aptitude for the maritime service, therefore, receive 
the Federal subventions. These awards are available to residents and non- 
residents of New York. 

I would not want to omit from this brief testimony in support of the Maritime 
Administration’s reeommendations on behalf of Federal aid to the State maritime 
schools a brief reference to general considerations. Wein New York State, with 
the Nation’s greatest port, are not unaware of the present state of American 
shipping. We are not unaware of union activities on behalf of their members in 
the current scene. As educators, however, 9s well as historians, we know that 
for 80 years New York has trained men for the merchant marine. By our activi- 
ties in upgrading the character of our educational program, we will meet the 
challenge of the scientific future. The unique character of State University of 
New York is a great asset in today’s world. Just as our college of ceramics has 
successfully fused clay and metal for containers for jet engines and our school of 
industrial and labor relations—founded, incidentally, through the efforts of the 
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senior Senator from New York—works together with labor and management on 
the wide range of industrial-relations problems, so will the maritime college pro- 
duce the men who will bend their efforts to keep a great and vital industry alive 
and progressive. 

I think a number of valid inferences may be drawn from what has been pre- 
sented for the information of this committee of Congress. One is that the State 
of New York is maintaining a maritime college which seeks to be a leader in mari- 
time education. Another is that New York is operating a sound 4-vear marine 
curriculum leading to the bachelor’s degree and requires, in addition, three annual 
summer cruises with the students operating the ship. A third is that New York 
is spending $1,200 per year on each and every student in addition to what the 
students and the Federal Government provide. To maintain the high quality of 
instruction necessary for our deck officers and engineering officers, and thus insur- 
ing a strong merchant marine for peace and war, the college wants and needs the 
cooperative effort of the Federal Government. The State university maritime 
college has 80 vears of tradition to sustain its high morale and 80 vears of experi- 
ence to guide its educational efforts. It provides residents of its State and ielltente 
of other States the ny Se herrigad for service to the maritime industry, to the armed 
services, and to the Nation. 


Mr. Cievencer. We thank you, and we will give it very serious 
consideration. 

Mr. Froprin. Thank you, sir. 

Mr. Hause. Thank you, Mr. Chairman and gentlemen, for your 
reception of these gentlemen this morning in behalf of this matter. 


Maritime TRAINING! 


Mr. CievenGcer. We will insert in the record at this point the state- 
ment of Vice Adm. Telfair Knight, USMS, retired, submitted in sup- 
port of continued maritime training. 

(The statement is as follows:) 


As former Chief of the Office of Maritime Training and commandant, United 
States Maritime Service, it was my privilege to direct the Federal maritime train- 
ing program from its inception until my retirement for age in 1951. I, therefore, 
feel that I can speak with authority on the training program’s necessity and 
accomplishments. There is no doubt whatsoever that the Federal maritime 
training program has definitely improved the caliber and skills of our merchant 
crews as well as the professional standards and skills of our officers over the past 
years. 

A proposal has been made by the executive department to close remaining 
training stations at Sheepshead Bay, N. Y., and Alameda, Calif., as well as the 
United States Maritime Service Institute, thus abolishing and destroying the 
maritime training program by closing the only three training facilities that offer 
an opportunity for increasing ability and skills and advancement to higher grades 
and serve the existing personnel in our merchant marine. The closing of the 
Institute will further deny seamen and officers the opportunity for study aboara 
ship while at sea by correspondence courses which have proved invaluable in the 
continued training of our merchant marine personnel. The closing of these 
training units and consequent emasculation of the merchant seaman training 
program is absolutely unbelievable in view of the present international situation 
and our commitments throughout the world. Our ple are continually being 
told of the gravity of the world situation and the need for defense measures in this 
period of worldwide unrest. At a time when billions of dollars are being spent for 
defense needs, it seems utterly fantastic that an integral part of our national- 
defense program amounting to about $1 million should be destroyed and rendered 
impotent. Not even the nucleus of an organization is being maintained from 
which to expand rapidly in case of national need, and our past experience has 
proved that such an organization as the Federal maritime training program can- 
not be plucked out of thin air and placed in operation overnight nor over a period 
of even a few months. We will have very little lead time, if any, to recreate an 
organization such as presently exists from which to expand and cope with. the 
training of thousands of new men needed to man the merchant fleet, as well as to 
provice refresher training for those who have been away from the sea for a long 
period of vears. 

Because of our continually expanding horizons as a major world power, our 
merchant marine, a vital element of seapower as well as national defense, should 
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be manned by the best officers and men it is possible to produce. In time of 
war our merchant vessels form the supply line of the Army, Navy, and Air Force. 
Without sufficient merchant ships commanded and manned by skilled and com- 
petent personnel, wars cannot be won, and our experience in World Wars I and 
II proved this fact beyond any question. For this very reason alone, aside from 
the purpose of efficient and economical operation of vessels in time of peace, every 
major nation and most of the smaller ones provide training facilities, in whole or 
in part at government expense, for their merchant officers and seamen, so im- 
portant do they consider it. If the United States is to continue as a major mari- 
time power, it can afford to do no less. 

The abolishment of the Federal maritime training program appears to be based 
on some vague reference to economy; and, other than the savings of about $1 
million, there appears to be no justifiable reason for discontinuing such a tre- 
mendously vital activity which is accomplishing so much for the welfare and 
economy of the country as a whole with such a modest appropriation. It has 
been said that there are thousands of officers and men on the beach out of work 
plus other thousands who sailed during the past war, and therefore no shortage 
of experienced seamen necessary to man our merchant fleet in time of national 
emergency exists. If this is so, where were these thousands of officers and men 
during the Korean emergency in early 1951 through early 1952 when, with an 
active merchant fleet of over 2,000 ships employing about 100,000 officers and 
men, we were faced with a very serious shortage of licensed and unlicensed sea- 
faring personnel? During this period it is a matter of record that between 400 
to 500 ships were delayed in sailing due to skilled manpower shortage, and the 
situation became so serious at this time that in many cases the United States 
Coast Guard had to waive certain manning requirements as well as permit alien 
seamen to sail on our ships. It is emphasized that this situation existed in spite 
of the fact that not much over 5 or 6 years prior to this time we had at least 
300,000 trained seafaring personnel available at the end of World War II and 
furthermore that a national emergency existed with war in Korea. What the 
consequences of these delayed ship sailings were, amounting to several days or 
more in many cases, with subsequent delay in delivery of vital materials of war 
to our Armed Forces, can only be answered by our fighting men at the battlefront. 

The aforementioned situation wherein we were suddenly faced with an emer- 
gency due to the shortage of experienced seagoing personnel raises some interesting 
questions. First, from the shortage of personnel experienced it appears thet the 
thousands of trained officers and men who sailed in the merchant marine during 
World War II do not intend to return to sea, and we can ssfely assume that a 
large majority of them will not return voluntarily, even under the most extreme 
national emergency conditions. 

If we should be faced with a sudden national emergency, where would we obtain 
the skilled personnel to man the over 2,000 vessels in our reserve fleet plus new 
construction under wartime conditions? 

In answer to the foregoing questions, I would say that we would have to procure 
new, inexperienced men who will require training in the shortest possible time. 
It is therefore of cardinal importance that, if we are to accomplish such training, 
the facilities of the Federal maritime training program must be kept intact and 
in good repair and further that a proper nucleus of a training organization must 
be maintained not only to meet the peacetime operating needs adequately but to 
provide the nucleus necessary for rapid expansion of training under emergency 
conditions. 

The present maritime training program, as it has existed over the past several 
years, is entirely inadequate to meet the training needs of the industry on a 
peacetime basis and barely sufficient to form a nucleus necessary for rapid expan- 
sion in case of national emergency. There is no lead time in which to train our 
seamen in case of nationel emergency, and we must remember we are deeling in 
human capabilities and limitations of our personnel. With a normal estimeted 
attrition of about 2,000 officers annually, the Federal maritime training program 
is training as replacements only about one-fourth of the necessary officers needed. 
With a total of about 70,000 officers and men already sailing in our merchant 
marine today, only about 4,000 of these receive annually the training necessary 
to increase their operating skills and efficiency. 

The abolishment of the Federal maritime training program would eventually 
result in turning the clock back 20 years to the 1930’s when the low caliber and 
skills and discipline of our merchant seamen, with men untrained in safety-at-sea 
procedures, contributed in a great measure to the Morro Castle and Mohawk 
disasters and loss of human life involved. These disasters and others like them 
resulted in congressional investigations that brought about the establishment of 
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the present Federal maritime training program as authorized and directed in the 
Merchant Marine Act of 1936. The principle of a Federal maritime training 
penser as a national policy was thus firmly established as a mandate of the 
people. 

Looking to the future, we may well ask ourselves the question, ‘‘What kind of 
seamen will be operating our ships in the years ahead?”’ Without some form of 
continuing training under Government supervision there appears to be no doubt. 
that our seamen will retrogress in skill and ability to the shameful standards that 
existed in the early 1930’s when again the cost in human lives and ship casualties 
will compel us to reestablish the national policy of proper training for our seamen. 

The Congress of the United States, after careful consideration and study of the 
problem, each year for the past several years has recognized the importance of 
the continued training of our merchant officers and seamen in the national interests 
and has declared that the Federal maritime training program shall be maintained 
at a minimum nucleus consistent with our peacetime and national emergency 
needs. I, therefore, strongly urge that the Congress again fully investigate the 
merits of this vital and integral part of our national defense before any final 
decision is made with respect to the abolishment of the training program. 

It is requested that the foregoing statement be inserted in the committee hearing 
record concerning the maritime training appropriation item. 


TELFAIR KNIGHT. 
Coast AND Gropetic SuRVEY 
U. 5S. “PIONEER” 


Mr. Cievencer. There will be inserted in the record at this point 
a letter from the Delegate from Alaska, Mr. E. L. Bartlett, concern- 
ing the U.S. S. Pioneer. 

(The letter is as follows:) 


CONGREss OF THE UNITED STares, 
or REPRESENTATIVES, 
Washington, D. C., January 13, 1954. 
Hon. CLEVENGER, 
Chairman, Subcommittee on State, Justice and Commerce, 
Committee on Appropriations, 
House of Representatives, Washington, D. C. 

Dear Mr. CLEVENGER: It is my understanding that hearings on 1955 fiscal 
year appropriations for the Coast and Geodetic Survey were concluded this 
morning. a 

The noon’s mail brought a letter, copies of which are enclosed, from Rear Adm. 
F. A. Zeusler, executive assistant to the president of the Alaska Steamship Co., 
pier 42, Seattle, Wash., addressed to Secretary of Commerce Weeks and urging 
funds to allow continuation of the operation of the U. 8S. S. Pioneer, a survey 
vessel, in Alaska waters during the coming fiscal year. I believe Admiral Zeusler 
has set down as well as anyone could the controlling and cogent arguments for 
such a request. I commend his letter to you for your consideration in the hope 
that your subcommittee will look upon this matter favorably and earmark suffi- 
cient funds for the continued service of the U. 8. 8. Pioneer to Alaska. 

Sincerely yours, 
L. Barrier. 


ALASKA STEAMSHIP Co., 
Seattle 4, Wash., January 8, 1954. 
Hon. Srncuair WEEKs, 

The Secretary of Commerce, Department of Commerce, 

Washington, D. C. 

My Dear Mr. Secrerary: The writer of this letter is the executive assistant 
to the president of the Alaska Steamship Co. He has speat many years in Alaskan 
waters. 

It has come to our attention that the Director ot the Coast and Geodetic Survey 
has been instructed to reduce his activities in order to come within the limits of 
the contemplated appropriations of tne administration. This reduction will 
include, among other things, the decommissioning of the U. 8. 8. Pioneer, a survey 
vessel which has done admirable and important work in Alaskan waters, and will 
also reduce some other activities that will delay the completion of the surveying 


| | 
of t 
Per 
con 
ma 
Ow 
anc 
ins 
of 
to 
wit 
the 
evi 
thi 
fre 
do 
pr 
su 
be 
fu 
al 
p! 
of 
bi 
w 
ti 
t] 
I 
s 
i 
I 
t 
‘ 


693 


of the entrances to the important anchorages in the Aleutian Islands, Alaska 
Peninsula, southwestern and southeastern Alaska. 

The Alaska Steamship Co. is vitally interested in all the waters affected, and 
contends that both the inshore and offshore approaches must be surveyed to 
make navigation safe for shipping, and also to be an aid in our offshore fisheries. 
Our ships operate in the navigable waters of Alaska as far north as Kotzebue 
and as far west as Attu. We are equipped with the most modern navigational 
instruments, but we insist that our masters be prepared to use the lead in some 
of the unsurveyed waters of the Bering Sea and Arctic Ocean, and approaches 
to harbors in the Aleutian Islands, southwestern and southeastern Alaska, not- 
withstanding the fact that we do have a fathometer, and we further insist that 
they be prepared to use whistle-echo navigation, and bow and beam bearings, 
even though the vessels are equipped with radar. ‘There are numerous times when 
the radar goes out, and the ships must approach the harbor and inlet openings 
from offshore on soundings, in foggy and snowy weather. ‘Therefore, basically 
speaking, we must depend on accurate charts. 

The Survey has completed many sections of the coastline in Alaska, and has 
done some wire dragging, but there is still much to be done. Alaska is in the 
process of development and its navigable waters should, therefore, be properly 
surveved. The American merchant marine has had a very difficult sledding at 
best, and now the Government is actually eliminating a service which has for its 
function its safety. 

Outside of a small area off the coasts of the Pribilof Islands, along the north 
and south sides of the Aleutians, a stretch along the coast of Kodiak, the ap- 
proaches to Prince William Sound, a small area off Yakutat, and a short distance 
off the coast from Point Barrow south to Wainwright, the offshore soundings are 
based primarily on dead reckoning navigation. These positions can vary any- 
where from one-quarter of a mile to 3 or 4 miles, in error, depending on the condi- 
tions that exist at the time they are taken. 

The area surveys by the Coast Survey were originally buoy to buoy operations, 
then radio accoustic ranging was introduced, and now the most modern of new 
electronie control is used, eliminating all error and insuring absolute accuracy. 
I believe many of the shore control stations are still ready for use. The vessels 
in the offshore work operate during fog and other inclement weather. The 
seasons in the Bering Sea and the Arctic are short, and are generally limited by 
ice conditions. In the North Pacific they are governed by the weather; late 
spring, summer and early fall being the times available. It should be borne in 
mind that after a survey is made, it must be plotted and checked, which all takes 
time. The Survey has a reputation of putting out only the most accurate charts. 

The Alaska Steamship Co. operates in Bristol Bay, the Bering Sea, the Arctic 
Ocean and Kotzebue Sound. In many of these waters we use the lead con- 
stantly for many of the charts date back to Beechey’s time. The tidal effects are 
very pronounced, and, because of the uncertainties of the bottom surveys, the 
ships anchor from 1 mile off, in some places, 6 miles off elsewhere, and 12 miles 
off in others. It can be seen what tremendous additional cost is involved in the 
inordinate delays due to the long distances the barges have to travel to their 
destination. It is evident, therefore, the sooner the survey of these areas are 
completed, the greater will be the benefit to the American merchant marine. 

Our company carries most of the cannery supplies northbound, and brings back 
the fishery products. Every improvement made for the fishermen in the de- 
velopment of the cod, halibut, and crab banks helps not only the fishing industry, 
but helps to keep the price to the consumer on a more even keel. 

The Pioneer is a very valuable ship for offshore work. Its size makes it such. 
It is manned by very efficient personnel, whose pay is comparable to the Navy 
and Coast Guard’s pay. It does not reach the limits that we have to pay the 
personnel of our merchant ships. If the survey had to pay union wages, it would 
build up tremendous expenses. 

Our ships work with the survey ships in Alaska at times. We know what dif- 
ficulties are encountered. We appreciate the splendid charts they are producing, 
gradually making Alaska a much safer place navigationwise. 

is office urges that the coast survey be allowed to continue the operations 
that it began, and to complete the survey, both inshore and offshore, as a safety 
measure for shipping. We are well aware of the need for the reduction of expenses 
by the Federal Government, but believe that the safety of seagoing ships and 
personnel should be given first consideration. P 
Respectfully yours, 


ALAsKA STEAMsHIP Co., 
F. A. 
Executive Assistant to the President. 
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CAB Computation or AIRLINE SUBSIDIES 


Mr. Roonry. Mr. Chairman, I should like to insert in the record 
two very important decisions by the Supreme Court, unanimous de- 
cisions, which have been delivered since the time we heard testimony 
by the CAB on behalf of their request for appropriations for airline 
subsidies. 

In these two decisions the Supreme Court, 9—0, affirmed the Court 
of Appeals for the District of Columbia, which had reversed certain 
rate orders of the Civil Aeronautics Board. 

The Supreme Court has pointed out certain errors in the basis 
of computation of subsidies used by the CAB, and this decision 
renders invalid the figures submitted to us by CAB which were com- 
puted on the old basis. 


For example, the Supreme Court states: 


The ‘‘need”’ of the carrier is measured by the entirety of its operations, not 
by the losses of one division or department. 


Mr. CLevencer. Without objection, the decisions will be inserted 
at this point in the record. 


Nos. 222 anp 223.—Ocroper Term, 1953 
222 


Civil Aeronautics Board, Petitioner, v. Arthur E. Summerfield, Postmaster Ceneral 
of the United States, and the United States of America, on behalf of the Postmaster 
General 

223 


Delta Air Lines, Inc., Petitioner, v. Arthur E. Summerfield, Postmaster General of 
oe U a States, and the United States of America, on behalf of the Postmaster 
ener 


On Writs of Certiorari to the United States Court of Appeals for the District of 
Columbia Circuit 


[February 1, 1954] 


Mr. Justice Dova.as delivered the opinion of the Court. 

Delta Air Lines, petitioner in No. 223, is the successor by merger to Chicago 
and Southern Air Lines (C & 8). C & 8 was an air carrier which conducted both 
domestic and foreign operations prior to the merger. The present case involves 
subsidy mail pay for its foreign operations from 1946 through 1950. 

In 1948 the Board, on applications made by C & §S in 1944 and 1945, fixed a 
prospective annual subsidy for its domestic operations beginning January 1, 1948, 
which the Board estimated would yield a net return after taxes of 7.4 percent on 
that part of its investment allocable to those operations. 9 C. A. B. 786. The 
following three years—1948, 1949, and 1950—the rates in operation produced a 
subsidy of more than $654,000 in excess of a 7.4 percent return. 

In 1946 C & S applied for subsidy mail pay on its Latin American routes. On 
October 18, 1951, the Board issued its opinion and order. Rates were fixed retro- 
actively from November 1, 1946, to December 15, 1950, and prospectively from 
December 16, 1950. The subsidy awarded was designed to give the carrier a 
7 percent return, on the property allocable to foreign operations, after taxes for 
the past period, and 10 percent for the future. 

In fixing the subsidy for the past period the Board refused to offset against the 
carrier’s need for foreign operations the excess earnings on its domestic flights. 
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It gave two “considerations of economic policy” for that position.' First, the 
Board said it would put an ‘unjustifiable strain’’ on domestic operations if the 
latter were required to carry the international operations. Second, it concluded 
that regulatory ends would be better served by maintaining ‘the comparative 
status between those domestic operators which have foreign routes as against 
those which do not have foreign routes.” 

On the Postmaster General's petition for review the Court of Appeals reversed 
the Board. 207 F. 2d 207. The cases are here on certiorari and were argued with 
Nos, 224 and 225, decided this day. 

As we have already noted in the companion cases, § 406 (a) of the Civil Aero- 
nautics Act, 52 Stat. 998, 49 U. 8. C. § 486 (a) directs the Board to fix “fair and 
reasonable rates of compensation for the transportation of mail by aircraft.” 
Section 406 (b) provides that the Board in determining those rates— 

“shall take into consideration, among other factors, * * * the need of each 
such air carrier for compensation for the transportation of mail sufficient to 
insure the performance of such service, and, together with all other revenue 
of the air carrier, to enable such air carrier under honest, economical, and 
efficient management, to maintain and continue the development of air 
transportation to the extent and of the character and quality required for the 
commerce of the United States, the Postal Service, and the national defense.” 

The mandate is that the Board “shall take into consideration” what ‘the need”’ 
of the carrier is. The Act thus poses as the initial question for the Board whether 
the financial condition of the carrier is such that it needs a subsidy or has no necd 
for one. The Board did not find that Delta had a ‘need’ for an additional 
$654,000. It merely concluded that those excess domestic profits should not 
“as a matter of economic policy” be taken into account in computing a subsidy 
for international operations. In that posture the decision of the Board seems not 
in conformity with the law. 

The Board answers to the effect that under § 406 (b) it ‘‘may fix different rates 
for different air carriers or classes of air carriers, and different classes of services.” 
It may, therefore, fix a rate for international service. Since it may do that, it 
may, consistently with rate-making decisions (see, e. g., American Toll Bridge Co. v. 
Ruilroad Commission, 307 U. 8. 486, 494) fix the rate at a level which will sustain 
the particular unit. Therefore the Board neea do no more under § 406 (b) when 
it fixes a rate for international service than offset revenue attributable to the class 
o' service for which the rate is made. That is the argument. 

There are spects of traditional rate-making that are carried over into the Act. 
Tus we held in T. W. A. v. Civil Aeronautics Board, 336 U. S. 601, that rates 
under the Act are made retroactive only to the date of the application. We also 
noted in that case that the ‘“‘need’’ clause in § 406 (b) is not wholly at war with 
traditional rate-making functions. /d., p. 604. But the application of the ‘‘need”’ 
clause which the Board has made in this case is at war with the language of 
§ 406 (b). The standard is ‘the need of each such air carrier.’ The ‘“‘need”’ of 
the carrier is measured by the entirety of its operations, not by the losses of one 
division or department. The measure of “the need” is an amount of compensation 


1 The Board said: 

“If an offset policy were adopted, the almost invariable result would be that, as in the instant case the 
rofits from a carrier’s domestic operation would be used to sustain any international operations it might 
ave. Recognizing this likelihood, we hesitate to burden the more robust segment of the industry with the 

obligations of the economically weaker part. For if the domestic air transport system can be kept financially 
sound, the public must ultimately benefit, putting aside any consideration of the obvious advantage of 
reduced rates of mail compensation. Thus, we anticipate that if the carriers’ earning position continues 
strong, reductions in the domestic fare level will be possible, thereby giving impetus to the further develo 
ment ofthe industry. In addition, with improved earnings, the domestic operators should be able to benefit 
the public and themselves with more modern aircraft, and with improved methods affording safer and more 
efficient operations. We cannot escape the thought that if we allow international operations to be carried 
on the back of domestic operations, we shall be subjecting the latter to an unjustifiable strain. Many of 
the domestic operators are well along the road to self-sufficiency. It is our duty to speed them on their way, 
not thwart them. 

“Tt also appears desirable to maintain the comparative status between those domestic operators which 
have foreign routes as against those which do not have foreign routes. Since carriers fall into fairly well- 
defined classes, the Board is enabled to fix uniform domestic mail rates for groups of carriers AM os gee of 
course, that their comparative status is preserved by excluding consideration of any international operations. 
A carrier operating under a class rate has every incentive to operate efficiently use it may retain any 
profits it earns in excess of the estimated return to be afforded by the uniform rate. It is also administra- 
tively desirable to preserve a comparative status between carriers because the Board has been able to analyze 
the operations of each carrier within a class in the light of the results achieved by others within the same 
class. The comparison technique of rate-making has proved to be the most satisfactory and practicable 
available to the Board. If we were required to fix rates for both do'nestic and international operations at 
pot ong time, it would be difficult, if not impossible, to find a suitable basis for a comparison technique of 
analysis. 

“Tn view of the foregoing, we find that the earnings from C & S’ domestic routes should not be used to 
offset the ‘need’ resulting from the carrier's international routes. This conclusion stems from considerations 
of economic policy; we are not deciding the question of our legal power to make such an offset "’ 
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necessary to carry the mail and “together with all other revenue of the air carrier” 
adequate for maintenance and development. And the Act defines “air carricr’’ 
as “any citizen of the United States who undertakes * * * to engage in air 
transportation * * *’ §1 (2). Thus the wording of the Act precludes measuring 
“the need” of the carrier by any other unit than the carrier as an entity. 4 

As we read the Act, Congress has established a special formula for the fixing of 
a subsidy rate. While the rate may be for a class of service, the return in form of 
a subsidy must be computed with reference to the entire operations of the carrier. 
[The requirement is that the Board offset all of a carrier’s revenues in determining 
the subsidy; there is no discretion in the Board to disregard any portion of the 
revenue because of economic or other policy considerations.] In other words, an 
air carrier’s subsidy need is an amount which, ‘‘together with all other revenue”’ 
of the carrier, will enable it to meet and maintain the objectives of the Act. The 
carrier’s ‘‘need’”’ is therefore a limiting factor in the sense that the subsidy may 
not exceed it. Since the Board did not construe and apply the Act in that manner, 
the Court of Appeals was correct in reversing the rate order. 

The Board makes an extended argument of policy against that position in 
elaboration of the reasons it advanced for not offsetting the excess earnings from 
domestic operations against the international subsidy rate. It maintains that 
maximum operating efficiency on the part of air carriers and the development of 
air transportation—prominent objectives of the Aet*—will be better served by 
setting subsidy rates on a divisional rather than on a system basis. This may be 
so. But that is a matter of policy for Congress to decide. As we read § 406 (b) 
Congress adopted in the present Act a rate formula based on “the need” of the 
carrier as measured by its entire operations, even when a rate was being fixed for 
a class of service. 

Affirmed. 
Nos. 224 anp 225.—Ocroser Term, 1953 
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Civil Aeronautics PRoard, Petitioner, v. Arthur E. Summerfield, Postmaster General 
of the United States, The United States of America, on Rehalf of the Postmaster 
Ceneral and Western Air Lines, Inc. 


225 
Western Air Lines, Inc., Petitioner, v. Civil Aeronautics Roard, Arthur E. Summer- 


field, Postmaster General of the United States, and the U'nited States of America, 
on Rehalf of the Postmaster General. 


On Writs of Certiorari to the United States Court of Appeals for the District of 
- Columbia Cireuit 


[February 1, 1954.] 


Justice Dovetas delivered the opinion of the Court. 

These cases, here on writs of certiorari to the Court of Appeals for the District 
of Columbia, present an important question in the construction of § 406 (b) of 
the Civil Aeronautics Act of 1938, 52 Stat. 973, as amended, 49 U. 8. C. § 401 
et seq. Section 406 (a) authorizes the Civil Aeronautics Board to fix “fair and 


2 See note |, supra. 

3 Section 2 of the Act provides: 

“Tn the exercise and performance of its powers and duties under this Act, the [Board] shall consider the 
Rlipwing. among other things, as being in the public interest, and in accordance with the public convenience 
and necessity — 

“(a) The encouragement and development of an air-transportation system properly adapted to the present 
and future needs of the foreign and domestic commerce of the United States, of the Postal Service, and of the 
national defense; 

“(b) The regulation of air transportation in such manner as to recognize and preserve the inherent advan- 
tages of, assure the highest degree of safety in, and foster sound economic conditions in, such transportation, 
and to improve the relacions between, and coordinate transportation by, air carriers; 

“(e) The promotion of adequate, economical, and efficient service by air carriers at reasonably charges, 
without unjust discriminations, undue preferences or advantages, or unfair or destructive competitive 
practices; ‘ 

““(d) Competition to the extent necessary to assure the sound development of an air-transportation 

stem properly adapted to the needs of the foreign and domestic commerce of the United States, of the 

ostal Service, and of the national defense; 

“‘(e) The regulation of air commerce in such manner as to best promote its development and safety; and 

“(f) The encouragement and development of civil aeronautics.’ 


r 
c 
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reasonable rates of compensation for the transportation of mail by aircraft.’”’ 4 
Section 406 (b) requires the Board to take into consideration, inter alia, ‘‘the need 
of each such air carrier for compensation for the transportation of mail sufficient 
to insure the performance of such service, and, together with all other revenue 
of the air carrier, to enable such air carrier under honest, economical, and efficient 
management, to maintain and continue the development of air transportation to 
the extent and of the character and quality required for the commerce of the 
United States, the Postal Service, and the national defense.”’ 2 The controversy 
in the present cases turns on the meaning of the words “the need of each such 
air carrier’ and ‘‘all other revenue of the air carrier.” 

Western Air Lines filed a petition for a rate order April 26, 1944. In 1951 the 
Board finally determined the rate applicable between May 1, 1944, and December 
31, 1948. During this open-rate period Western realized some $88,000 in profits 
from the operation of restaurants and other concessions at airport terminals. 
The Board determined that this income was ‘‘other reveaue” available to reduce 
mail pay. During the open-rate period Western with approval of the Board * sold 
to United Air Lines its certificate and properties for air operations (Route 68) 
between Los Angeles and Denver, at a profit in excess of $1,000,000. The Board 

treated the profit derived from the sale of the tangible assets (approximately 
$650,000) as “‘other revenue” and reduced the mail compensation by that amount. 
But it declined to reduce the mail pay allowance by the profit realized from the 
sale of the “intangible value” of the route. The Board concluded that that 
amount should not be used in offset because it wanted ‘‘to encourage improv ement 
of very she oe pattern through voluntary route transfers by other air carriers.’ 

3 


On review Western challenged the inclusion in “other revenue” of the amounts 
received from the concessions and the profit from the sale of the tangible assets. 
The Postmaster General ‘ challenged the exclusion from the offsets of the profit 
Western made 9n the sale of the intangibles. The Court of Appeals sustained the 
Board in Western’s petition and reversed it in the other petition and remanded 
the case to the Board for the fixing of a new rate after deducting the entire profit 
from the sale of Western’s Route 68. See 207 F. 2d 200. 

Some air mail rates are service rates, based on mail-miles flown; * others are 
subsidy rates based on “need.” We are here concerned with a subsidy rate which 


in Western’s case was fixed so as to sent a 7 percent return on investment after 


taxes for the period in question. In other words, the end problem concerns not 
the amount of money provided for operation and development but the amount 
of profit over and above all such sums. 

We read the Act as meaning that “‘the need” of the carrier which Congress has 
directed the Board to consider in fixing a subsidy rate is ‘‘the need”’ of the carrier 
asawhole. The need specified in § 406 (b) is measured by “compensation for the 
transportation of mail sufficient to insure the performance of such service, and, 
together with all other revenue of the air carrier, to enable” it to develop air 


1“The [Board] is empowered and directed, upon its own initiative or upon petition of the Postmaster 
General or an air carrier, (1) to fix and determine from time to time, after notice and hearing, the fair and 
reasonable rates of compensation for the transportation of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith (including the transportation of mail by an air carrier by other 
means than aircraft whenever such transportation is incidental to the transportation of mail by aircraft or is 
made necessary by conditions of emergency arising from aircraft operation), by each holder of a certificate 
authorizing the transportation of mail by aircraft, and to make such rates effective from such date as it shall 
determine to be proper; (2) to prescribe the method or methods, by aircraft-mile, pound-mile, weight, space, 
or any combination thereof, or otherwise, for ascertaining such rates of compensation for each air carrier or 
class of air carriers; and (3) to publish the same; and the rates so fixed and determined shall be paid by the 
Postmaster General from appropriations for the transportation of mail by aircraft." 

2“In fixing and determining fair and reasonable rates of compensation under this section, the [Board], 
considering t the conditions peculiar to transportation by aircraft and to the particular air carrier or class of 
air carriers, may fix different rates for different air carriers or classes of air carriers, and different classes of 
service. In determining the rate in each case, the [Board] shall take into consideration, among other factors, 
the condition that such air carriers may hold and operate under certificates authorizing the carriage of mail 
only by providing necessary and adequate facilities and service for the transportation of mail; such standards 
respecting the character and quality of service to be rendered by air carriers as may be prescribed by or pur- 
suant to law; and the need of each such air carrier for compensation for the transportation of mail sufficient 
to insure the performance of such service, and, together with all other revenue of the air carrier, to enable such 
air carrier under honest, economical, and efficient management, to maintain and continue the development 
of air transportation to the extent and of the character and quality required for the commerce of the United 
States, the Postal Service, and the national defense.’’ 

3 United- Western, Acquisition of Air Carrier Property, 8 C. A. B. 298 (1947). 

4 The Postmaster General has not only the duty to pay the mail rates from appropriations for the trans- 
portation of mail by aircraft but also is given standing by § 406 (a) to petition the Board to fix and determine 
the rates. A change in the function of “— penned General was made by Reorganization Plan No. 10 
of 2953, effective October 1, 1953, 67 Stat. 

5 See, for example, Eastern Air Lines, ! Mail Rates, 3 C. A. B. 733 (1942), 
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transportation, ete. The “‘compensation for the transportation of mail’’ is flight 
income. It seems too clear for argument that “all other revenue’ would include 
nonflight income from incidental air carrier activities. We have found nothing 
ersuasive as indicating that ‘‘all other revenue’’ means transportation revenue. 
he inclusive nature of the category precludes a narrow reading. If the carrier’s 
treasury is lush, “the need’’ for subsidy decreases whether the opulence is due to 
transportation activities or to activities incidental thereto. 

By the same reasoning the profit made by Western on the sale of Route 68 is 
also ‘other revenue’ within the meaning of § 406 (b). The Board agrees; but it 
goes on to say that that is not the end of the matter, since the reduction of the 
subsidy by the entire amount of the profit is not mandatory. The Act, it is true, 
merely says that the Board in determining the rate ‘shall take into considera- 
tion’? various factors, including ‘‘the need’’ of the carrier (§ 406 (b)); and the 
“need,” as we have noted, is not merely for compensation to insure the transpor- 
tation of mail but compensation for ‘‘the development of air transportation” 
under the prescribed standards. By that standard the ‘‘need’’ in a given case 
may be so great that profits from other transactions should be allowed in addition 
to the normal rate. Or, on the other hand, the total revenues of the carrier as 
against its operating costs and developmental program may be so great that 
“the need” for subsidy disappears and the carrier is transferred to the service 
rate for mail pay. The difficulty here is that the Board, in concluding that a 
part of the profits from the sale to United should not be used as an offset, forsook 
the standard of ‘“need’’ and adopted a different one. The Board wanted ‘‘to 
safeguard the incentive for voluntary route transfers.’’ It thought it could not 
keep this incentive alive in the industry unless the profit were allowed in addition 
to the subsidy. The Board thought it important to keep that incentive alive in 
order to promote route transfers and mergers which the Board could not compel. 
The Board therefore argues that allowance of the profit over and above a subsidy 
enables Western “‘to maintain and continue the development of air transporta- 
tion”? within the meaning of § 406 (b), since the sale of Route 68 was consistent 
with the development program which the Board deemed desirable. 

The Act, however, speaks of ‘‘the need”’ of the carrier for the subsidy, not the 
effect of a policy on carriers in general. This is not a case of recapture of earnings. 
Western keeps the entire amount of the profit. The issue is how much additional 
money Western is to receive in the form of a subsidy. Western’s ‘‘need’’ is the 
measure of the amount authorized by Congress. No finding was made that there 
was ‘‘need’’ for the additional subsidy, in the sense that otherwise Western would 
not have been willing or able to make the transfer of Route 68 in accordance 
with the development program which the Board deems advisable. Whether 
such a finding would have satisfied the statutory requirement is a question we 
do not reach, since the opinion of the Board makes plain that other considerations 
were controlling: 

‘“* * * our decision not to include the net profit from the sale of intangibles 
was reached solely because we are thus seeking to encourage improvement 
of the air route pattern through voluntary route transfers by other air 
carriers.”” — C. A. B. —. 

The standard prescribed by Congress, however, is “the need’’ of the air carrier 
whose subsidy rates are being fixed. 
A firmed. 
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